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IMPACT  OF  CANADIAN  GRAIN  IMPORTS  ON 
UNITED  STATES  PRODUCERS  AND  MARKETS 


FRroAY,  JUNE  11,  1993 

House  of  Representatives, 
Subcommittee  on  General  Farm  Commodities, 

Committee  on  Agriculture, 

Great  Falls,  MT. 

The  subcommittee  met,  pursuant  to  notice,  at  11:15  a.m.,  in  the 
Missouri  Room,  Great  Falls  Civic  Center,  Great  Falls,  MT,  Hon. 
Tim  Johnson  (chairman  of  the  subcommittee)  presiding. 

Present:  Representatives  Peterson  and  Williams. 

Staff  present:  Anne  Simmons,  Anne  C.  Keys,  and  Xavier 
Equihua. 

OPENING  STATEMENT  OF  HON.  TIM  JOHNSON,  A  REPRESENT- 
ATIVE IN  CONGRESS  FROM  THE  STATE  OF  SOUTH  DAKOTA 

Mr.  Johnson.  This  is  a  public  hearing  in  Great  Falls,  Montana. 
Please  come  to  order. 

We  are  short  on  time,  so  we  want  to  expedite  things  as  much  as 
we  can  to  take  advantage  of  the  time  available  to  the  subcommit- 
tee. 

We  appreciate  the  Montana  hospitality. 

The  thrust  of  the  hearing  today  in  Great  Falls  has  to  do  with  a 
review  of  the  impact  of  Canadian  grain  imports  on  the  United 
States  producers  and  markets.  This  is  the  first  field  hearing  held 
by  this  subcommittee. 

The  gentleman  fi*om  Montana,  Pat  Williams,  who  is  now  a  per- 
manent member  of  the  House  Agriculture  Committee,  prevailed  on 
me,  and,  at  his  insistence,  our  first  field  hearing  is  on  this  issue. 
He  wanted  very  much  for  the  subcommittee  to  come  to  Montana 
and  listen  to  the  producers  and  the  agricultural  leaders  them- 
selves. 

There  is  no  lack  of  experts  in  Washington  who  are  anxious  to 
share  their  views,  but  I  think  sometimes  the  most  productive  testi- 
mony and  insights  come  fi-om  people  who  have  to  live  on  a  day-to- 
day basis  with  decisions  that  are  made  or  not  made  in  Washington. 

So  I  concurred  with  Representative  Williams  and  I  thought  this 
would  be  a  very  productive  and  very  useful  hearing  for  the  sub- 
committee. And  we  will  take  all  the  testimony  in  written  form  as 
well  as  staff  notes  back  to  Washington  to  share  with  the  full  com- 
mittee and  with  the  staff  on  the  full  House  Agriculture  Committee. 

Over  the  last  several  years,  and  most  recently,  in  particular,  we 
have  had  a  huge  infusion  of  Canadian  grain  in  the  United  States 
market,   as  well  into  other  traditional  markets,   Mexico   among 
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them,  which  has  had  consequences  on  the  precedents  of  United 
States  market  prices. 

We  have  attempted  to  enforce  our  view  of  the  Canadian  Free- 
Trade  Agreement  witiiout  much  success.  And  we  will  be  viewing, 
from  the  testimony  today,  the  nature  of  impact  that  it  has  and  al- 
ternative strategy  and  ideas  about  where  we  should  go  from  here 
in  order  to  make  sure  that  we  have  a  fair,  level  playing  field  for 
American  producers. 

With  that,  I  would  jdeld  to  my  colleague  from  Montana,  Mr.  Wil- 
liams, for  his  opening  statement. 

OPENING  STATEMENT  OF  HON.  PAT  WILLIAMS,  A  REPRESENT- 
ATIVE IN  CONGRESS  FROM  THE  STATE  OF  MONTANA 

Mr.  Williams.  Thank  you  very  much,  Mr.  Chairman. 

I  want  to  again  thank  you  for  choosing  Montana  for  the  first  field 
hearing  of  the  subcommittee  and  choosing  this  particular  subject 
that  we  Montanans,  as  well  as  constituents.  Congressman  Peter- 
son's constituents,  recognize  the  importance  of  this  issue  as  do  our 
neighbors  to  the  north  in  Canada. 

Let  me,  in  welcoming  both  of  you  to  Montana,  tell  my  friends 
here  something  about  you,  if  I  may,  Mr.  Chairman. 

Tim  Johnson  is  our  neighbor  in  South  Dakota.  He's  chairman  of 
the  General  Farm  Commodities  Subcommittee  of  the  House  Agri- 
culture Committee.  Many  would  say  the  most  important  sub- 
committee of  all  the  agricultxiral  subcommittees,  certainly  those  of 
us  who  are  members  of  the  subcommittee  say  that  about  it. 

The  chairman  has  been  a  great  aid  to  me  over  the  past  6  months 
or  so  because  he  represents,  by  himself,  the  single  State  of  South 
Dakota  as  I  do  the  single  State  of  Montana,  so  he  has  figured  out 
how  to  make  matters  stretch  and  cut  comers. 

Mr.  Johnson.  We  also  are  in  the  minority  in  our  inter-House  del- 
egations. 

Mr.  Williams.  That  we  are,  Tim,  I  agree. 

Tim  has  been  in  the  Congress — selected  in  1986,  and  has  been 
a  real  stalwart  for  agriculture  in  his  State  and  throughout  the 
country. 

Our  colleague  and  fidend  Collin  Peterson  comes  from  Minnesota. 
He  was  elected  at  the  beginning  of  the  decade  and  is  also  a  mem- 
ber of  the  committee.  Mr.  Peterson  represents,  I  think,  all  of  the 
Seventh  District,  if  they  still  call  it  that  after  reapportionment,  in 
Minnesota.  It's  some  of  the  northern  and  central  part  of  the  State. 

If  you  know  the  Red  River  area  and  down  the  lake  area,  and  in 
the  middle,  that's  Mr.  Peterson's  district.  Or  if  you've  been  to  St. 
Cloud,  that's  in  his  district. 

I  have  not  been  to  St.  Cloud,  but  I  have  been  to  the  Sauk  Centre, 
the  home  of  my  favorite  author,  Sinclair  Lewis,  if  you  remember 
Elmer  Gantry  and  Main  Street.  And  if  Sinclair  Lewis  were  still 
alive,  he  would  be  a  constituent  of  Congressman  Peterson. 

Gentlemen,  I'm  glad  you're  here. 

Mr.  Chsdrman,  I'm  glad  you  brought  the  subcommittee  out.  Be- 
cause since  I  have  joined  the  Agriculture  Committee,  and  even  be- 
fore we  worked  on  agriculture,  I  heard  from  folks  all  throughout 
Montana  and,  particularly  this  year,  all  across  the  Hi-Line  who 
have  let  me  know  about  the  continued  movement  of  Canadian 


grain  in  ever  increasing  amounts  into  Montana  and  Montana  ele- 
vators. 

Montana  and  a  few  other  Northern-tier  States  in  this  country  are 
on  the  firing  Une  of  the  international  frontier  of  free  trade  and  the 
effects  of  trade,  which  we've  come  to  call  free  trade  in  the  last  few 
years,  have  been  felt  both  positively  and  negatively  in  our  State 
and  other  frontier  States  like  ours. 

The  years  following  World  War  I  were  desperate  years  for  Mon- 
tana agriculture.  Falling  farm  prices  and  the  great  drought  set  off 
a  population  exodus  from  Montana.  And  the  numbers  that  left  have 
never  been  completely  replaced  or  reckoned.  Montana  farm  families 
that  lived  through  those  times,  and  even  more,  of  course,  that  have 
heard  about  those  times  and  are,  frankly,  somewhat  concerned 
that,  with  the  right  combination  of  problems,  we  could  return  eas- 
ily enough,  in  agriculture,  to  those  days. 

Pgirticularly,  folks  are  concerned  that  we  could  return  to  those 
days  if  we  don't  assure  through  legislation  equity  paralleled  with 
our  trading  partners. 

Montanans  support  expanding  international  trade.  No  question 
about  that.  The  very  growth  of  the  agricultural  economy  depends 
upon  it  and  the  premise  of  increased  markets  is  built-in  with  the 
Montana  grain  industry. 

Fgirmers  in  Montana  and  elsewhere  do  not  want  dependency  on 
price  supports  beyond  what  is  necessary  to  level  out  supply  and  de- 
mand. What  they  do  insist  on  is  expanding  markets. 

The  United  States/Canadian  Free-Trade  Agreement  had  good  in- 
tentions, but  some  one-sided  results  so  far  as  Montana  grain  farm- 
ers and  cattle  ranchers  are  concerned. 

This  hearing  and  others  will  begin  to  take  a  hard  look  at  the 
very  real  shortcomings  and  inequities  of  that  agreement. 

I  personally  want  to  know  what  our  Government  intends  to  do 
in  ways  to  correct  the  current  problem  before  we  expand  into  a 
continentwide  North  American  Free-Trade  Agreement,  that  now 
would  also  include  Mexico.  We  should  solve  the  problems  of  the 
United  States-Canadian  agreement,  or  know  that  we  can  solve 
them  and  that  we're  on  our  way  to  do  it  before  we  expand  that. 

If  we  don't,  I  fear  that  Montana  could  become  a  mere  highway 
rather  than  a  major  producer;  a  corridor  rather  than  a  critical  har- 
vester. That  is,  a  highway  for  grain  heading  south  rather  than  a 
major  producer  on  the  world's  grain  market. 

Last  year  Canadian  wheat  began  to  displace  locally  grown  grains 
in  elevators  all  across  the  Montana  Hi-Line.  When  this  marketing 
year  ends,  it  will  mark  the  fourth  straight  year  of  record  United 
States  imports  of  Canadian  grain,  Canadian  wheat,  while  our 
grains  don't  have  access  to  markets  north  of  the  border  the  way  we 
believe  they  should. 

About  42  million  bushels  of  Canadian  wheat  came  to  the  United 
States  last  year  and  it's  estimated  that  could  go  as  high  as  50  mil- 
lion bushels  this  year. 

Just  a  week  ago,  the  three  of  us,  along  with  some  of  our  col- 
leagues, wrote  to  President  Clinton  and  Secretary  Espy,  whose 
seat,  by  the  way,  I  have  on  this  committee  since  he  was  a  member 
of  the  committee  before  becoming  Secretary  of  Agriculture.  And  we 
asked  the  President  and  the  Secretary  that  the  Export  Enhance- 


ment  Program  be  used  to  counter  what  we  find  to  be  trade  prac- 
tices unfairly  implemented  in  Canada. 

We've  always  believed  that  Mexico  should  be  offered  an  EEP 
wheat  initiative. 

It's  finistrating  for  a  Montana  farmer  to  haul  a  load  of  grain  to 
a  local  elevator  and  be  told  to  turn  aroiuid  and  haul  it  back  home 
because  the  elevator  has  been  plugged,  or  plagued,  depending  on 
how  you  pronoimce  it,  with  Canadian  wheat. 

The  fi-ustration  increases,  by  the  way,  if  that  same  farmer  tries 
to  haul  that  same  truckload  up  to  Canada  for  sale,  after  going 
through  a  set  of  hoops,  which  basically  amount  to  a  resounding, 
"No,  turn  your  truck  around,  you  can't  bring  the  grain  into  this 
country,"  and  the  farmer  turns  the  truck  around  and  brings  his 
grain  back  home.  And,  by  the  way,  he  drives  it  back  home  over 
chewed-up  blacktop  roads  that  have  been  damaged  by  convoys  of 
overloaded  Canadian  semi's  hauling  grain  to  that  farmer's  home- 
town elevator  that's  now  filled. 

It's  very  finistrating  for  farmers  along  the  Hi-Line.  None  of  the 
inequities  in  the  United  States/Canadian  Free-Trade  Agreement 
are  more  glaring  or  harmfiil,  personally,  than  our  troubles  with 
grain. 

No  one  Ukes  unfairness.  The  history  teUs  us  that  it  poisons  good- 
will between  neighbors. 

The  Canadians  are  our  neighbors.  Our  State  enjoys  the  longest 
border  with  Canada  anywhere  in  the  United  States.  Our  State  en- 
joys the  only  joint  international  park  on  Earth,  and  we  enjoy  it 
with  the  Canadians:  Glacier  and  Waterton. 

Although  the  chairman  is  fi*om  South  Dakota,  the  Dakotas, 
North  Dakota,  Montana,  and  Minnesota  border  Canada,  that  ap- 
proximately half  of  the  border  between  the  United  States  and  Can- 
ada is  represented  here  at  this  table.  So  we  think,  for  that  reason 
alone,  this  is  an  important  meeting  for  our  fi^ends  on  both  sides 
of  the  border  in  both  countries. 

We  and  the  Canadians,  as  you  know,  Mr.  Chairman,  are  each 
other's  most  important  trading  partner.  We  are  also  each  other's 
best  friend.  We  want  to  keep  her  that  way.  I'm  hopeful  this  hearing 
will  help  us  keep  it  that  way.  Thank  you. 

[The  prepared  statement  of  Mr.  WiUiams  follows:] 
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Gocxi  morning  and  welcome  to  today's  hearing  of  the  House 
Agriculture  Committee's  Subcommittee  on  General  Farm  Commodities. 
I  want  to  particularly  thank  the  Chairman  for  his  willingness  to 
come  out  to  Montana  for  this  field  hearing.   I  also  want  to  thank 
my  colleagues  from  our  neighboring  states  who  sit  with  me  on  the 
Ag  committee  for  joining  us  here  today. 

Since  I  joined  the  Ag  committee  this  year  Montanans  all 
across  the  Hi-line  from  Cut  Bank  to  Wolf  Point  have  continued  to 
let  me  know  of  the  continued  Canadian  grain  movement  into  our 
local  elevators . 

Montana  and  a  few  other  Northern  tier  states  are  on  the 
firing  line  of  the  international  frontier  of  free  trade.   The 
effects  of  free  trade  --  both  positive  and  negative  are  felt  by 
all  those  farmers  nearest  the  borders. 

The  years  following  World  War  I  were  desperate  ones  for 
Montana  agriculture.   Plummeting  farm  prices  and  the  long  drought 
of  the  1920 's  set  off  a  population  exodus  from  Montana  whose 
numbers  have  never  been  completely  reckoned.  Montana  farm 
families  have  heard  about  those  times  and  frankly  are  somewhat 
concerned  that  we  could  return  to  those  days .without  a  level 
playing  field  on  free  trade.  There  is  of  course  nothing  wrong 
with  expanding  international  trade.  The  very  growth  of  the 
agricultural  economy  depends  upon  that  and  its  the  very  premise 
that  has  built  Montana's  wheat  industry. 

The  U.S.  Canadian  Free  Trade  Agreement  has  good  intentions, 
but  some  one  sided  results  as  far  as  Montana  grain  farmers  and 
cattle  ranchers  are  concerned. 

This  hearing  and  others  will  begin  to  take  a  hard  look  at 
the  very  real  shortcomings  and  inequities  of  the  document.  We 
need  to  fix  these  problems  before  expanding  into  a  continent  wide 
North  American  Free  Trade  Agreement  that  now  will  also  include 
Mexico . 
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If  we  don't,  Montana  could  become  a  mere  highway  for 
Canadian  grain  heading  south,  not  a  producer  and  a  major  player 
on  the  world's  grain  market. 

Last  year,  Canadian  wheat  began  to  displace  locally  grown 
grains  in  elevators  all  across  the  Hi -line.   When  this  marketing 
year  ends,  it  will  marJc  the  fourth  straight  year  of  record  U.S. 
imports  of  Canadian  wheat,  while  our  grains  don't  have  access  to 
marlcecs  north  of  the  border.   In  fact  about  42  million  bushels  of 
Canadian  wheat  came  into  the  tJaited  States  last  year  and  it  is 
estimated  about  50  million  bushels  will  come  in  this  year. 

Just  a  week  ago  my  colleagues  and  l  wrote  to  President 
Clinton  and  Secretary  Espy  asking  that  the  Export  Enhancement 
Program  be  used  to  counter  unfair  trade  practices  of  Canada.   We 
have  always  believed  Mexico  should  be  offered  an  EEP  wheat 
initiative.   By  undercutting  U.S.  prices  and  using  its  freight 
subsidies  to  offset  the  O.S.'s  proximity  to  Mexico,  Canada  has 
stolen  this  vital  wheat  market  away  from  U.S.  producers.   It  is 
our  hope  that  this  Administration  should  immediately  extend  an 
SEP  to  Mexico  not  only  to  salvage  this  wheat  market  for  U.S. 
producers,  but  to  send  a  strong  signal  to  Canada  that  it  wants 
changes  in  its  trading  practices. 

It's  frustrating  for  a  Montana  farmer  to  haul  a  load  of 
grain  into  the  local  elevators  -  -  and  then  be  told  to  turn  around 
and  haul  it  back  home  because  the  elevator  is  plugged  - •  in  fact 
some  would  say  "plagued"  with  Canadian  wheat. 

The  frustration  increases  if  that  same  farmer  tries  to  haul 
that  same  truckload  up  to  Canada  for  sale.   After  going  through  a 
set  of  Canadian  hoops  which  basically  amount  to  a  resounding  NO, 
you  can't  bring  your  grain  into  this  country  that  same  Hi-llne 
farmer  can  turn  his  truck  around  -  -  again  - •  and  bring  his  grain 
back  home  over  chewed  up  blacktop  damaged  by  convoys  of 
overloaded  Canadian  semis  hauling  grain  to  his  hometown  elevator. 

To  farmers  along  the  Hl-line,  none  of  the  Inequities  of  the 
U.S.  Canada  Free  Trade  Agreement  are  more  glaring  or  harmful 
personally  than  the  troubles  with  grain. 

Largely  because  of  Canadian  iiq>orts,  durum  wheat  in  Montana, 
North  Dakota  and  Minnesota  has  gone  from  being  the  real  Cadillac 
of  wheats  to  compact  car  -•  what  was  once  the  highest  priced 
class  wheat  has  become  the  cheapest. 


Mr.  Johnson.  The  gentleman  from  Minnesota,  Mr.  Peterson. 

OPENING  STATEMENT  OF  HON.  COLLIN  C.  PETERSON,  A  REP- 
RESENTATIVE IN  CONGRESS  FROM  THE  STATE  OF  MIN- 
NESOTA 

Mr.  Peterson.  Thank  you,  Mr.  Chairman.  I  want  to  thank  Mr. 
WilHams  again  for  having  us  here  in  Montana.  The  only  problem 
is  we  should  have  had  more  time  to  go  trout  fishing.  That's  one  of 
my  vices. 

We  very  much  want  to  say,  first  of  all,  we  appreciate  having  your 
Congressman  on  the  House  Agriculture  Committee.  I've  only  been 
in  Congress  a  couple  years,  but  I  got  to  know  him  prior  to  his  com- 
ing to  the  committee.  But  since  becoming  a  member  of  the  commit- 
tee I've  gotten  to  know  him  a  lot  better  and  he's  going  to  be  a  real 
asset  to  our  committee,  which  I  probably  don't  have  to  tell  you 
folks.  But  I'm  glad  to  have  him  with  us  and  glad  to  have  his  help 
on  this  issue. 

We've  been  struggling  with  this  over  in  our  area  as  well  and  I've 
been  spending  quite  a  bit  of  time  on  this  issue  personally.  Some  of 
you  may  have  read  press  accounts  about  the — I've  formed  an  anti- 
NAFTA  caucus  in  the  House  of  Representatives.  One  of  reasons 
being,  one  of  the  primary  reasons  is  because  of  what  happened  to 
us  in  the  Canadian  Free-Trade  Agreement. 

Over  the  last  month  I've  been  in  Canada  twice.  Once  in  an  offi- 
cial delegation  meeting  with  Parliament  members  from  Canada 
and  once  with  a  meeting  that  I  organized  with  people  across  the 
border  from  us  in  Minnesota  and  North  Dakota  discussing  some  of 
these  issues  and  trying  to  figure  out  how  we're  going  to  get  through 
this  dilemma. 

One  of  the  reasons  that  I'm  so  concerned  about  NAFTA  is  I'm 
one  of  the  few  people  that  actually  read  the  agreement  and  a  lot 
of  problems  that  were  created  in  the  midst  of  the  Canadian  agree- 
ment have  been  also  created  in  the  midst  of  the  NAFTA,  especially 
in  agriculture.  And  I  think  it's  either  a  plot  by  people,  which  to, 
I  think,  some  extent  is  true,  these  negotiators  tend  not  to  be  people 
that  think  the  way  we  do,  or  they  just  don't  understand.  And  it's 
part  of  the  problem,  too,  and  they're  going  to  be  creating  a  lot  more 
problems  for  agriculture  in  NAFTA  than  we  already  have  and  we 
don't  need  any  more  problems. 

We've  been  meeting  with  the  Department  regularly,  Senator 
Conrad  and  I  particularly.  We  have  a  bill  to  require  end-use  certifi- 
cates for  grain  coming  in  from  Canada,  which  they  require  of  us 
when  it  goes  back  the  other  way.  We  passed  that  bill  in  the  House 
last  year,  but  it  got  stopped  in  the  Senate.  So  we're  going  to  con- 
tinue to  push  that. 

We  had  one  meeting  with  the  Department;  they  were  giving  us 
some  of  their  preliminary  indications  that  they  think  that  there's 
going  to  be  a  considerable  amount  of  wheat  and  barley  planted  in 
Canada  this  year,  outside  of  their  licensing,  using  American  vari- 
eties. The/re  talking  maybe  as  much  as  300,000  acres  of  additional 
lands  that  might  be  used  for  planting  in  Canada,  and  having  that 
crop  coming  into  this  country. 
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The  Department  is  concerned  enough  that  they  have  been  look- 
ing into  the  possibility  of  bringing  a  section  22  action  against  Can- 
ada. 

Section  22  is  a  part  of  our  fsirm  law  that  says  that  if  a  foreign 
country  does  something  that  undermines  the  domestic  agricultural 
program  in  this  country  that  we  can  move  to  stop  them.  So  it's 
something  in  the  act  and  it's  agreed  to  by  different  GATT  nations. 

So  we  are  asking  and  supporting  the  Department  in  that  regard 
because  we  feel  that's  what* s  going  on  with  wheat  and  barley  is  un- 
dermining our  domestic  agricultural  programs. 

And,  as  Congressman  Williams  says,  that  we  also  are  supporting 
the  use  of  EEP  against  the  Mexican  market,  because  we've  lost 
most  of  the  Mexican  market  to  the  Canadians  over  the  last  3,  4 
years,  partly  because  of  some  of  the  inequities  that  were  created 
by  the  trade  agreement. 

And,  in  addition,  I  met  with  the — I've  been  having  this  go-round 
with  Mickey  Kantor.  We  got  into  a  fight  over — he  was  organizing 
a  group  within  the  Trade  Department  to  lobby  in  favor  of  NAFTA, 
wWch  is  against  the  rules  and  regulations,  and  I  caught  him  doing 
it  and  we've  been  kind  of  going  back  £uid  forth,  and  he  stopped 
doing  it.  But  I  also  became  curious  in  looking  into  all  of  this  as  to 
how  these  people  get  put  on  a  panel. 

As  you  may  know,  when  we  had  the  problem  with  the  current 
wheat  panel,  we  lost  that  dispute,  even  though  three  on  the  panel 
were  from  the  United  States  and  two  were  from  Canada. 

When  I  looked  into  it  a  little  further,  from  what  I  can  tell,  the 
people  that  get  put  on  these  panels  are — come  off  of  a  list,  and  the 
list  is  created  by  the  Trade  Office,  and,  near  as  I  can  tell,  these 
people  are  all  people  that  have  connections  to  the  Trade  Office  and 
to  the  big  multinational  corporations,  and  all  of  these  people  that 
negotiate  these  agreements. 

So  yesterday,  or  the  day  before,  I  asked  the  Greneral  Accounting 
Office  to  go  in  and  do  a  study  of  about  how  that  actually  works  so 
we  can  figure  out  who  actually  is  involved  in  it  and  see  if  this  is 
some  of  our  problem;  we  have  the  wrong  folks  guarding  the  hen- 
house. 

So  we've  been  doing  quite  a  bit  of  work,  all  of  us,  in  different 
ways,  and  we  hope  that  at  this  hearing  today  we  can  find  out  from 
some  of  the  folks  here  their  ideas  and  maybe  some  possible  solu- 
tions as  to  where  we  can  go  from  here.  And  I  would  very  much  ap- 
preciate many  votes  on  this  issue  and  I  appreciate  being  here  in 
Montana. 

Mr.  Johnson.  I  want  to  thank  the  gentleman. 

Pat  has  an  announcement. 

Mr.  Williams.  Thanks,  Mr.  Chairman. 

Secretary  Espy  asked  me  to  inform  folks  here  at  the  hearing  that' 
yesterday  he  and  the  Montana  State  ASCS  committee — he  ap- 
pointed his  own  committee  in  Mississippi  first  £ind  then  turned  to 
Montana  and  appointed  us  next.  Nancy  Peterson  of  Havre  is  the 
chair,  Shirley  BaJl  of  Nashua,  and  Brian  Switter  of  Whitefish  are 
the  other  members. 

Thank  you. 

Mr.  Johnson.  Thank  you. 
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I  want  to  expedite  things  because  we  have  a  hmited  amount  of 
time,  but  let  me  lay  down  the  ground  rules  so  that  everybody  un- 
derstands. 

Because  we  do  have  some  important  testimony,  and  because,  if 
at  all  possible,  I'd  like  to  leave  a  bit  of  time  toward  the  end  for  peo- 
ple who  are  not  formally  on  the  panels  who  may  have  insight  or 
a  contribution  they  want  to  make,  I'm  going  to  enforce  the  5- 
minute  rule. 

We  have  a  green  and  red  light  up  here  which,  hopefully,  works. 
I  won't  slam  anybody  with  the  gavel,  but  the  idea  is  5  minutes  of 
testimony.  The  red  light  comes  on,  when  that  comes  on,  if  you 
haven't  already  wound  up,  be  thinking  about  wrapping  up  the  fmal 
portion  of  your  testimony,  and  then  we'll  have  time  for  questions 
and  we  can  come  back  to  that. 

And  I'd  ask  everybody,  including  the  members  of  the  subcommit- 
tee, to  abide  by  that  restriction  so  we  get  on  with  things.  And  in 
the  event  that  we  don't  have  a  great  deal  of  time  with  the  conclu- 
sion of  the  hearing — because  we  do  have  to  move  on  to  North  Da- 
kota, in  Fargo,  and  catch  a  flight  for  that  purpose.  In  the  event 
that  we  don't  have  enough  time  to  hsten  to  the  testimony  of  every- 
body who  might  want  to  make  a  comment,  I  would,  without  objec- 
tion from  the  subcommittee,  receive  int*^  the  formal  record  any  let- 
ter or  witness  statement  that  anybody  might  want  to  make  that  is 
in  this  audience  relative  to  the  issues  at  hand. 

And  so  we  would  have  that  as  part  of  the  subcommittee  record 
and  be  able  to  share  with  other  members  of  the  subcommittee  and 
staff  back  in  Washington. 

With  that,  we  will  proceed  to  the  first  panel. 

This  panel  is  composed  of  Mr.  Herb  Karst,  who  is  a  producer 
from  Sunburst,  Montana;  Mr.  Roy  Jensen,  who  is  president  of 
Unifarm  of  Shaughnessy,  Alberta;  Mrs.  Sharon  Norman,  who  is 
chairman  of  the  grains  committee.  Women  Involved  in  Farm  Eco- 
nomics, from  Malta,  Montana;  and  Mr.  Urton,  who  is  a  member  of 
the  Montana  Farmers'  Union,  from  Vida,  Montana. 

I  thank  you,  to  members  of  the  panel. 

And,  again,  what  we  will  do  is  take  testimony.  You  may  want  to 
summarize  your  statements,  your  full  statements  are  received  into 
the  record,  but  whatever  you're  most  comfortable  with,  whether 
you  read  a  statement  or  whether  you  feel  best  to  summarize  it  and 
express  in  your  own  words  the  point  of  view. 

We  will  take  each  member  of  panel  and,  at  the  conclusion  of  the 
panel,  then  we  will  open  for  some  questions  and  further  follow-up 
at  that  point. 

So  we  would  go  first  with  Mr.  Karst,  if  you  want  to  proceed. 

STATEMENT  OF  HERBERT  S.  KARST,  DmECTOR,  MONTANA 
GRAIN  GROWERS  ASSOCIATION,  AND  DIRECTOR,  NATIONAL 
BARLEY  GROWERS  ASSOCIATION 

Mr.  Karst.  Thank  you  for  this  opportunity  to  appear  before  the 
subcommittee  today  with  a  few  of  my  thoughts,  my  fears,  and  my 
fi^strations  with  the  recent  disruption  of  what  had  been  a  rather 
orderly  grain  marketing  system  in  this  area. 

Let  me  begin  by  stating  that  I  feel  it's  absolutely  absurd  for  the 
United  States,  after  years  of  struggling  with  massive  grain  sur- 
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pluses  and  finding  a  way  to  move  those  surpluses  to  the  inter- 
national market,  to  begin  importing  huge  quantities  of  these  same 
commodities. 

Some  trade  estimates  are  that  we  will  import  130  million  bushels 
of  wheat,  barley,  and  oats  fi^m  Canada  tMs  marketing  yegir.  And 
this  is  enough  grain  to  fill  633,  52-car  unit  trains,  or  one  continu- 
ous trsun  stretching  all  the  way  along  the  Montana  Hi-Line  from 
Cutbank  to  Culbertson,  a  distance  of  380  miles. 

What  will  happen  next  under  the  guise  of  free  trade?  Will  they 
try  to  move  ice  cubes  to  Alaska  or  oil  to  Saudi  Arabia? 

The  Canadian  Free-Trade  Agreement,  or  any  fi-ee-trade  agree- 
ment for  that  matter,  is  designed  to  ease  the  way  for  the  importa- 
tion of  products  that  either  tiie  importing  country  cannot  produce 
in  large  enough  quantities  or  can't  produce  economically  enough  to 
satisfy  consimiers. 

Canada  imports  large  amounts  of  soybeans,  because  soybeans 
don't  grow  well  in  the  northern  latitude.  The  U.S.  imports  large 
quantities  of  canola,  because  U.S.  producers  don't  produce  enough 
canola  to  satisfy  the  U.S.  market. 

To  this  agricultural  trade  there  should  be  no  barriers.  But,  how- 
ever, when  one  country  enters  another  country's  marketplace  with 
the  intent  to  relieve  itself  of  surplus  commodities  and  to  sell  those 
commodities  at  any  price,  then  that  is  called  dumping  and  has  been 
and  should  be  illegal. 

Should  you  disagree  with  this  assessment,  then  let  me  ask  you 
further  questions. 

First,  I  challenge  the  farmers  of  the  Canadi£in  Wheat  Board  to 
prove  that  Canadian  farmers  are  satisfied  they  can  produce  feed 
barley  for  $1.70  a  bushel  or  wheat  for  $2.50  a  bushel.  Can  they 
cover  all  their  expenses  including  land,  labor,  machinery,  variable 
production  costs,  handling,  and  fi*eight  to  the  American  market  for 
those  prices  or  below? 

Of  course  not.  Not  without  subsidies. 

Yet  much  of  these  130  million  bushels  are  moved  into  this  coun- 
try at  a  price  of  less  than  that. 

Second,  will  the  American  consumer  benefit  from  moving  these 
excess  commodities  into  our  country  when  there's  already  less  than 
5  cents  worth  of  wheat  flour  in  a  $1  loaf  of  bread,  or  less  than  5 
cents  of  oats  in  a  $4  box  of  Cheerios,  or  less  than  5  cents  worth 
of  barley  in  an  $8  12-pack  of  beer? 

Then  the  consumer  has  very  Httle  to  gain  from  a  further  reduc- 
tion of  agricultural  commodity  prices,  so  the  answer  is  obviously 
no,  the  consumer  isn't  going  to  gain. 

But  the  effect  on  our  local  markets  has  been  devastating.  Brew- 
eries are  canceling  their  malt  contracts  to  the  United  States  and, 
instead,  contracting  for  the  same  barley  in  Canada.  Every  major 
malt  contract  was  reduced  in  price  this  year;  the  biggest  1-year  hit 
malt  barley  growers  have  ever  taken. 

Feed  barley  and  wheat  prices  are  also  continuing  to  spiral  down- 
ward. 

Furthermore,  many  northern  Montana  producers  have  developed 
these  markets  by  spending  thousands  of  their  own  dollars  to  mar- 
ket promotion  and  to  promote  the  end  products  for  the  use  of  their 
grains.    Montcina   farmers   have   contributed    milUons    of  dollars 
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through  the  checkoff  system  to  the  Montana  Wheat  &  Barley  Com- 
mittee to  find  markets  for  their  grains. 

And,  in  addition,  the  producers  of  this  Nation  have  spent  biUions 
idHng  land  under  the  acreage  reduction  programs  and  complying 
with  the  restrictive  sodbuster,  swampbuster,  and  conservation  com- 
pliance provisions  in  the  farm  bill,  and  tight  chemical  controls  of 
the  EPA.  Billions  of  additional  taxpayer  dollars  have  been  spent 
idling  land  under  the  conservation  reserve  program  in  part  to  cut 
our  grain  surpluses  and  to  buoy  prices. 

Why  are  we  now  willing  to  give  these  gains  away? 

Who  will  benefit  from  this  grain  dumping?  The  commodity  trad- 
ers and  grain  buyers  are  the  ones  who  have  some  room  to  benefit 
because  they  have  the  luxury  of  handling  more  grain  contracts  or 
more  bushels  with  fewer  dollars.  Yet  even  they  seem  to  find  the  sit- 
uation distressing. 

I  urge  Congress  to  make  two  changes  in  our  trade  relationship 
with  Canada.  First,  we  must  not  allow  the  importation  of  any  com- 
modity for  a  price  less  than  the  cost  of  production.  This  has  been 
and  will  continue  to  be  a  basic  principle  of  all  international  trade 
agreements.  And,  second,  we  must  insist  that  all  grain  imported 
comes  from  producers  who  are  willing  to  subject  themselves  to  the 
same  environmental  regulations  and  land  set-aside  requirements 
that  face  us,  the  U.S.  farmers,  then  we  will  truly  have  a  trade 
agreement  that  is  both  fi-ee  and  fair  and  to  the  benefit  of  the  pro- 
ducers and  the  consumer  on  both  sides  of  the  border. 

[The  prepared  statement  of  Mr.  Karst  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  Johnson.  Thank  you,  Mr.  Karst,  for  the  testimony. 

We'll  go  to  Mr.  Jensen. 

STATEMENT  OF  ROY  JENSEN,  PRESmENT,  UNIFARM, 
EDMONTON,  ALBERTA,  CANADA 

Mr.  Jensen.  Thank  you,  Mr.  Chairman,  and  I  thank  your  sub- 
committee for  inviting  us  here  to  take  part  in  this  panel  discussion. 

I  am  president  of  Unifarm,  but  I'm  new  as  president  and  I  cer- 
tainly haven't  any  experience,  really,  in  the  export  of  grains  out  of 
Canada  or  into  Canada  and  I  feel  that  you  could  have  probably 
found  somebody  with  a  lot  more  expertise  than  I  have.  But  we  feel 
that  we  need  to  properly  state  some  of  the  issues  that  confront  us 
and  that  we  feel,  so  I've  come  down  here  to  try  and  do  that. 

I  am  pleased  to  have  this  opportunity  to  appear  before  this  sub- 
committee, and  it  is  my  sincere  hope  that  what  I  have  to  say  will 
help  put  into  clear  perspective  some  of  the  issues  referred  to  in 
your  invitation. 

I  believe  that  a  vast  majority  of  Canadian  agricultural  producers 
support  the  principle  of  fi^ee  trade,  as  do  the  members  of  our  orga- 
nization. However,  fi*om  time  to  time  we  must  be  concerned  about 
the  interpretation  and  application  of  some  of  the  articles  of  agree- 
ment. 

For  example,  in  September  1992  we  were  compelled  to  voice  our 
objection  to  the  new  $1  billion  initiative  under  the  U.S.  Export  En- 
hancement Program.  In  our  view,  the  program  itself  and  particu- 
larly the  initiative  referred  to  clearly  disregarded  the  intent  of  arti- 
cle 701  of  the  United  States/Canadian  Free-Trade  Agreement. 
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You  will  be  aware  that  article  701  says  that,  "Each  party  to  the 
agreement  shall  take  into  account  the  export  interests  of  the  other 
party  in  the  use  of  any  export  subsidy  on  any  agricultural  goods 
exported  to  third  countries,  recognizing  that  such  subsidies  may 
have  prejudicial  effects  on  the  export  interests  on  the  other  party." 

We  drew  little  comfort  from  assurances  that  the  program,  and 
the  new  initiative,  which  offered  subsidized  exports  to  countries  not 
so  favored  in  the  past,  were  aimed  at  the  European  Community. 
We  recognize  that.  However,  the  effect  would  have  been  no  dif- 
ferent had  it  been  aimed  directly  at  Canadian  producers. 

With  regard  to  trade  between  our  two  countries,  we're  aware 
that  producers  and  others  in  the  United  States  have  objected  to  ex- 
ports of  Canadian  wheat  into  that  country.  And  it  is  said,  for  exam- 
ple, that  the  Canadian  Wheat  Board  is  competing  unfairly  with 
U.S.  producers  because  it  pays  transportation  costs  on  wheat  mov- 
ing into  the  United  States. 

That  may  be  technically  true  because,  as  the  agency  charged 
with  the  responsibiUties  of  marketing  certain  volumes  of  grain,  it 
becomes  the  shipper.  But  please  understand  the  shipping  costs  are 
actually  borne  by  the  grain  producers  since  these  costs  are  de- 
ducted from  the  payments  received.  That's  for  grain  going  into  the 
United  States  and  not  going  to  the  exports. 

We  want  to  assure  you  that  the  Canadian  Wheat  Board,  a  highly 
respected  agency  worldwide,  is  simply  dealing  with  specific  prob- 
lems for  the  producers  of  the  products  under  its  jurisdiction.  It 
seeks  out  markets  for  products  and  tries  to  obtain  the  best  possible 
prices,  which  are  then  pooled. 

Pooling  means  all  producers  receive  the  same  price,  less  their 
share  of  transportation  costs,  depending  on  distance  from  the  ex- 
port point.  The  costs  associated  with  doing  that  job  are  deducted 
from  the  pool  account  and  the  balance  is  then  paid  to  the  produc- 
ers. 

Some  concern  has  also  been  expressed  about  the  effect  the  West- 
em  Grain  Transportation  Act  may  have  on  prices  of  grain  exported 
from  Canada  to  the  United  States.  Certainly  its  encouragement  of 
off-shore  exports  will  help  shore  up  our  prices  to  some  extent,  but 
not  nearly  as  much  as  your  Export  Enhancement  Program,  which 
supports  prices  in  the  United  States. 

In  fact,  if  there  were  no  Western  Grain  Transportation  Act  to 
cover  part  of  those  costs  of  moving  grain,  to  tidewater,  there  would 
be  greater  pressure,  much  greater  pressure,  to  sell  Canadian  grain 
to  the  United  States,  at  even  lower  prices. 

The  average  farmgate  price  for  No.  2  wheat  in  the  1991-92  crop 
year  was  $2.89  Canadian.  Thafs  $2.02  United  States,  I  beHeve. 
And  for  feed  barley  was  $1.72  Canadian,  £Uid  that's  for  prior  years. 

Furthermore,  it  must  be  understood  that  it  is  most  imlikely  that 
the  Western  Grain  Transportation  act  would  play  a  more  direct 
role  in  exports  of  Canadian  grain  to  the  United  States.  The  freight 
subsidy  being  paid  under  the  act  is  paid  only  on  grain  being  moved 
to  terminal  positions  at  Thunder  Bay  and  the  west  coast. 

One  other  concern  we  have  heard  expressed  has  to  do  with  the 
possibility  of  Canadian  grain  flowing  into  the  United  States  and 
mixing  with  grain  being  exported  off-shore  from  the  United  States. 
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We  note  that  you  are  examining  the  possibiHties  of  imposing  end- 
user  certificates,  as  we  do  in  Canada,  to  offset  that  concern. 

I  might  say  that  might  be  withdrawn  in  Canada,  in  this  instance. 

In  closing,  I  want  to  give  you  a  thumbnail  sketch  of  Unifarm's 
philosophy  on  trading  arrangements. 

Trading  arrangements  must  benefit  all  parties  agreeing  to  such 
arrangements.  To  achieve  that,  agreements  must  be  negotiated  in 
good  faith  and  with  the  same  sense  of  fairplay.  They  must  be  inter- 
preted and  applied  with  those  characteristics  foremost.  To  achieve 
that  there  must  be  clear  understanding  of  practices  and  systems 
employed  by  our  trading  partners.  This,  in  any  event,  is  my  view. 

We  have  enclosed  herewith  many  tables  showing  prices  of  grains 
in  different  areas  that  we  get  and  how  much  our  cost  would  be  in 
order  to  ship  those  things. 

If  I  could  just  add  another  point  or  two.  I  appreciate  Mr.  Wil- 
liams who  said  that  we  are  each  others'  best  fi*iends,  and  we  cer- 
tainly are,  and  that  we're  also  best  trading  partners,  and  we  cer- 
tainly are  that.  And  we  certainly  want  to  keep  it  that  way.  Thank 
you  very  much. 

[The  prepared  statement  of  Mr.  Jensen  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  Johnson.  Thank  you.  Next,  Mrs.  Norman. 

STATEMENT  OF  SHARON  A.  NORMAN,  GRAIN  CHAIRMAN, 
MONTANA  WOMEN  INVOLVED  IN  FARM  ECONOMICS 

Mrs.  Norman.  Montana  Women  Involved  in  Farm  Economics, 
WIFE,  appreciates  the  opportunity  to  be  able  to  testify  at  this  hear- 
ing. 

We  do  support  the  endorsement  of  the  end-use  certificates  and 
Montana  WIFE  has  also  made  a  recommendation  that  we  cover  our 
grains  such  as  the  Canadians  do. 

On  Durum  wheat,  our  national  WIFE  president,  Joyce  Spicher, 
was  asked  late  in  1992  by  Senators  Leahy  and  Lugar  to  present 
testimony  on  trade  issues.  She  offered  the  following  testimony: 
"Rules  of  origin  should  be  strengthened  and  enforced  for  all  com- 
modities, not  just  a  select  few.  The  American  Durum  wheat  market 
has  been  destroyed  by  imports  following  the  United  States/Cana- 
dian Free-Trade  Agreement."  She  feels  that,  "No  segment  of  Amer- 
ican agriculture  should  be  singled  out  and  sacrificed  for  an  agree- 
ment." 

It  is  interesting  to  note,  that  Maine  potato  producers  are  having 
problems  with  Canadian  potato  dumping.  The  Maine  Senators, 
Mitchell  and  Cohen,  contacted  Mike  Espy  and  said  the  volume  of 
Canadian  potatoes  exported  to  the  United  States  through — to  the 
United  States  into  Maine  as  of  April  1  was  running  129  percent 
ahead  of  1992.  They  urged  a  temporary  duty  be  placed  on  imported 
Canadian  potatoes. 

Then  we  go  into  an  article  by  Philip  Brasher  in  the  Ag  Week, 
this  pertains  to  sugar.  "After  several  years  of  delay  the  U.S.  Gov- 
ernment is  preparing  to  impose  tariffs  and  quotas  on  drink  mixes 
and  other  food  imports  to  protect  the  U.S.  sugar  growers." 

Agriculture  Secretary  Mike  Espy  has  written  President  Clinton, 
urging  him  to  take  those  measures  as  an  emergency  basis.  Industry 
officials  expected  President  Clinton  to  approve  them. 
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A  recently  released  report  by  the  International  Trade  Commis- 
sion says  manufacturers  are  avoidmg  U.S.  sugar  quotas  by  import- 
ing drink  mixes,  gelatins,  and  other  items  made  with  cheaper  for- 
eign sugar.  This  is  when  the  United  States  had  bumper  sugar 

crops. 

I  only  mention  this  because  it  is  not  just  a  wheat  and  barley 
problem,  it  is  every  segment  of  American  agriculture  we  have  to 
consider  as  being  hurt  by  our  free-trade  agreements. 

No  agricultural  organization  is  against  free  trade.  We  want  fair 
trade.  We  want  two-way  street  trade. 

I  have  additional  testimony  from  people  in  my  area  in  north- 
eastern Montana  that  will  be  submitted  considering  the  Canadian 
grain  problem.  Thank  you. 

[The  prepared  statement  of  Mrs.  Norman  appears  at  the  conclu- 
sion of  the  hearing.] 

Mr.  Johnson.  Thank  you. 

And  the  final  member  on  the  first  panel,  Mr.  Urton. 

STATEMENT  OF  JOHN  C.  URTON,  MEMBER,  MONTANA 

FARMERS  UNION 

Mr.  Urton.  Mr.  Chairman,  members  of  the  committee. 

I  have  been  farming  in  northeast  Montana,  near  Vida,  for  the 
last  14  years.  We  produce  grain  and  Spring  and  Winter  wheat  and 
some  barley.  I  am  here  today  to  talk  about  the  unfairness  of  the 
Canadian  Free-Trade  Agreement  on  the  Montana,  and  most  likely, 
U.S.  farmer. 

In  January  of  1993,  the  Canadian  grain  began  to  be  brought 
down  by  trucks  and  sold  to  the  local  elevators  in  Wolf  Point,  Mon- 
tana. A  manager  in  Great  Falls  for  the  company  said  it  could  be- 
come a  common  practice,  according  to  the  Wolf  Point  Herald.  The 
manager  said  that  they  had  already  loaded  one  52-car  freight  train 
with  the  Canadian  wheat  and  expected  to  load  another  one. 

Most  of  the  wheat  brought  into  Wolf  Point,  according  to  the  Wolf 
Point  Herald,  was  No.  2  Spring  wheat  with  2  to  4  percent  frost 
damage.  This  is  a  lower  quality  of  wheat  than  what  most  Montana 
farmers  grow  but  can  still  be  used  for  human  consumption,  the 
Herald  reported. 

This  type  of  wheat,  Spring  wheat,  usually  grown  in  Canada,  is 
called  Grandin.  This  is  a  lower  quality  of  wheat  that,  in  Canada, 
is  considered  a  feed  grain.  But,  in  the  United  States,  we  consider 
it  a  milling  grain.  Therefore,  in  Canada,  the  Grandin  wheat  fetches 
lower  feed  grain  prices,  while  here  in  the  United  States  the  same 
wheat  will  bring  much  higher  milling  grain  prices. 

Since  January  of  this  year,  wheat  prices  have  dropped  from  $3.29 
to  $2.46  a  bushel.  I  cannot  blame  this  drop  of  83  cents,  or  25  per- 
cent of  my  income  from  grain  sales,  on  just  the  influx  of  Canadian 
grain  into  the  United  States.  However,  I  do  know  that  grain  mar- 
ket prices  are  influenced  by  a  few  things,  including  the  condition 
of  the  new  crop  that  is  being  grown,  the  amount  of  surplus  grain 
in  storage,  and  the  amount  of  current  exports. 

It  is  truly  amazing  to  me  in  these  times  of  current  new  crops, 
large  surpluses  and  a  lack  of  exports,  that  we  are  importing  more 
grain  from  Canada. 
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I  spoke  with  a  Canadian  grain  elevator  district  manager  in  a 
phone  conversation  £ind  he  said  that  he  did  not  think  the  Canadi- 
ans were  selling  any  grain  to  the  United  States  currently.  The  rea- 
son he  gave  for  this  was  the  prices  here  in  the  United  States  are 
so  much  lower  now. 

When  our  United  States  price  does  get  high  enough  again,  I'm 
afraid  the  Canadians  will  flood  our  markets  and  suppress  the  price. 
Lower  market  price  will  hurt  farmers,  but  they  will  also  mean 
more  money  will  be  needed  by  deficiency  payments,  and  at  a  time 
when  the  Government  is  trying  to  reduce  spending. 

There  £ire  other  ways  that  the  Canadian  grain  coming  down  can 
have  adverse  effects  on  our  communities.  One  problem  occurred  at 
an  elevator  that  contracted  the  Ceinadian  grain.  Some  of  the  area 
farmers  who  had  contracts  with  the  elevator,  including  my  father- 
in-law,  were  told  not  to  bring  the  grain  into  the  elevator  during 
this  period  as  they  could  not  handle  local  grain  at  this  time. 

This  can  be  a  hardship  on  farmers  who  need  to  deliver  their 
grain  in  order  to  get  money  to  pay  bills  or  buy  groceries. 

Still  another  problem  concerned  the  other  local  elevators,  which 
includes  one  cooperative  elevator,  and  their  customers.  In  January, 
most  elevators  were  plugged,  meaning  they  were  full  and  could  not 
accept  any  grain  until  they  could  ship  it  out.  The  problem  was  that 
grain  cars  were  in  very  short  supply. 

I,  myself,  had  to  wait  about  3  weeks  to  deliver  my  wheat  to  two 
elevators  I  had  sold  it  to. 

According  to  the  Wolf  Point  Herald,  the  trains  used  to  ship  the 
Canadian  grain  out  of  Wolf  Point  this  winter  were  COT  trains, 
which  are  awarded  to  the  highest  bidders.  The  elevator  manager 
in  Great  Falls  confirmed  to  the  newspaper  that  the  company  paid 
a  high  price  for  the  trains. 

This  elevator,  I  believe,  could  afford  to  bid  higher  for  COT  trains 
because  they  are  probably  making  more  on  a  bushel  of  Canadian 
grain  than  an  elevator  handling  local  grain.  This  is  very  unfair  to 
the  local  farmer  when  the  Canadian  wheat  can  be  delivered  and 
shipped  out  while  the  local  grain  sits. 

Where  the  Canadian  grain  is  going  and  what  is  it  being  used  for 
is  another  concern.  There  are  no  end-use  certificates  required  of 
this  Canadian  grain,  and  who  knows  where  it  is  going  or  what 
price  is  being  paid  for  it. 

Some  elevator  workers  that  I  have  talked  with  are  convinced 
that  it  is  being  blended  with  U.S.  grain,  sent  on  to  mills  or,  even 
worse,  being  sent  out  on  the  EEP  program. 

I  am  bewildered  by  the  fact  that  our  Government  has  spent  so 
much  time  on  these  trade  agreements,  such  as  CFTA  and  NAFTA, 
and  even  the  GATT  talks.  As  the  Canadian  Free-Trade  Agreement 
shows  these  trade  policies  will  not  help  the  American  producer. 
The  Canadian  Free-Trade  Agreement  has  not  opened  markets  for 
us,  the  U.S.  farmers,  as  Canadian  grain  prices  are  much  lower 
than  U.S.  prices. 

In  conclusion,  my  main  concern  with  the  Canadian  wheat  being 
imported  through  the  CFTA  is  that  it  is,  and  will,  adversely  affect 
the  price  we  receive  here  in  the  United  States  for  our  grain.  Amer- 
ican grain  farmers  are  having  a  tough  time.  Our  target  prices  have 
been  lowered  the  last  few  years,  our  costs,  especially  machinery 
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costs,  have  risen  and  major  purchases  have  been  put  off,  and  mar- 
ket prices  have  gone  down. 

According  to  Secretary  of  Agriculture  Mike  Espy,  the  U.S.  farmer 
averaged  about  $6,000  a  year  in  income.  This  is  not  a  Hvable  wage 
for  anyone  and  is  not  a  workable  return  on  anyone's  investment. 
This  means  farmers  are  not  paying  income  taxes  and  some  may 
need  Government  assistance  programs. 

Any  policy  that  will  add  to  these  conditions  would  be  a  big  and 
costly  mistgJce  for  the  U.S.  Grovemment  and  I  feel  that  the  import- 
ing of  C£inadian  grain  is  such  a  policy.  Farmers  and  the  U.S.  Gov- 
ernment will  both  benefit  when  policies  such  as  the  Canadian  Free- 
Trade  Agreements  are  ended  and  farmers  are  simply  guaranteed  a 
reasonable  price  for  what  they  grow. 

Thank  you. 

[The  prepared  statement  of  Mr.  Urton  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  Johnson.  Thank  you. 

Mr.  Karst,  you  made  some  reference  to  the  fact  that  Canadian- 
imported  grain  is  affecting  the  quality  of  the  wheat  that  the  United 
States  exports.  I  wonder  if  you  can  elaborate  on  that  point? 

Mr.  Karst.  Canada  and  much  of  northern  Montana  was  plagued 
with  an  early  snowstorm  last  August  22.  The  damage  to  a  lot  of 
quality  Spring  wheat,  particularly  in  southern  Alberta  and  south- 
em  Saskatchewan,  much  of  this  grain  that  moved  into  the  United 
States  was  this  frost-damaged  and  sprout-damaged  grain  which 
was  then  rejected  by  the  Canadian  Board  as  milling  wheat  £ind  was 
exported  to  the  United  States  as  feed  grain. 

It  was,  however,  blended  with  U.S.  wheat,  thereby  lowering  the 
quality  of  the  wheats  that  we  exported  to  Japan. 

And,  by  admission  of  many  elevator  companies,  we're  exporting 
this  Canadian  grain,  not  under  EEP,  but  exporting  it,  while  the 
premium  quality  wheat  produced  in  Canada  that  wasn't  frost  dam- 
aged or  was  harvested  before  August  22  moved  through  the  tradi- 
tional Canadian  markets,  thereby  keeping  their  reputation  for  good 
wheat  while  we  gained  the  reputation  or  reinforced  the  reputation 
for  shipping  poor-quality  wheat. 

Mr.  Johnson.  Mr.  Peterson  and  Mr.  Williams  have  both  been  the 
leaders  in  the  House  of  Representatives  in  pushing  for  legislation 
involving  end-use  certificates.  Given  the  current  circumstance  with 
any  use  of  a  similar  procedure,  what  would  your  view  be  on  legisla- 
tion of  that  kind  in  the  United  States? 

Mr.  Karst.  I  think  there's  no  doubt  that  while  we're  receiving  as- 
surances that  this  grain  isn't  going  into  the  countries  whose  ex- 
ports are  subsidized  under  EEP,  there's  absolutely  no  way  to  track 
the  grain  under  the  present  system,  whether  it's  bought  and  sold 
by  the  grain  companies,  to  track  and  make  sure  that  it  isn't.  This 
will  at  least  assure  that's  what's  happening  now  is  legal  under  the 
law,  with  the  end-use  certificates.  So  I  suppose  it's  a  small  step. 

Mr.  Johnson.  I  think  you  have  a  good  point.  The  insult  on  top 
of  injury  is  not  only  to  have  large  inflows  of  imported  grain  but  to 
subsidize  it  again  in  the  context  of  an  EEP  sale. 

Mr.  Jensen  and,  again,  I  appreciate  your  willingness  to  join  us 
here  today.  I  think  you  are  absolutely  correct  that  the  United 
States  and  Canada  have  a  long-standing,  very  positive  relationship 
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and  are  strong  trading  p£irtners  and  have  a  very  similar  political 
culture,  and  it  is  not  in  either  of  our  interests  to  have  any  kind  of 
trade  war  or  chronic  dispute.  And  where  we  have  differences,  £ind 
we  always  will  have  some,  we  need  to  find  mechanisms  resolving 
those. 

I  wonder  if  you  could  elaborate  a  bit  on  the  transportation  sub- 
sidy issue.  One  of  the  intentions  from  the  American  perspective  is 
that  the  Bi-National  Dispute  Panel  found  that  the  transportation 
subsidy  of  Canadian  grain  west  and  east  of  Thunder  Bay  was  not 
availing  of  the  fi*ee-trade  agreement  because  that  subsidy  is  a  do- 
mestic subsidy,  although  obviously  puts  it  in  a  much  stronger 
place,  more  than  the  United  States. 

You  don't  find  the  transportation  subsidy  to  be  an  extra  advan- 
tage the  Canadian  producer  would  have  over  the  American  pro- 
ducer? 

Mr.  Jensen.  Mr.  Chairman,  I  don't  really  see  where  it  would 
have  anything  to  do  at  all  with  grain  coming  into  the  United 
States,  because  it's  only  paid  on  grain  to  reach  seaports  for  export, 
and  from  that  point  on.  And  the  grain  coming  into  the  United 
States  comes  straight  fi-om  the  farmers  in  the  elevators.  So  I  really 
don't  see  how  it  would  have  £uiy  effect  whatsoever. 

But  if  it  was  taken  off,  it  would  put  a  greater  pressure  on  wheat 
to  come  this  way,  wheat  and  barley  both,  on  all  grains  to  come  this 
way,  because  it  would  be  a  better  deal.  There  would  be  that  $24 
a  ton,  or  so,  that  we're  getting  on  fi-eight,  seaports,  and  wouldn't 
be  getting  any  longer. 

Mr.  Johnson.  One  of  the  other  points  of  contention  that  we  have 
fi*om  this  country  and,  again,  the  Bi-National  Panel  ruled  against 
the  United  States,  sajdng  that  the  only  subsidy  they  would  con- 
sider is  the  initial  pajonent  fi*om  the  Wheat  Board  to  the  farmers. 
But  that  payment  really  constitutes  only  about  80  percent,  particu- 
larly of  the  grain  farmers  season  average  price. 

Aiid,  for  example,  if  the  acquisition  cost  of  wheat  is  $2  in  Cana- 
dian, can't  sell  the  wheat  into  the  United  States,  that — U.S.  prices 
averaging  higher  than  $2,  gives  the  Canadians  quite  a  lot  of  room 
to  undercut  U.S.  prices. 

Would  you  agree  or  disagree  with  that? 

Mr.  Jensen.  I  can't  quite  see  that.  I'm  not  sure  I  understand 
what  you're  asking  me.  But  there's  no  way  we're  going  to  sell 
grains,  whether  it's  barley  or  wheat,  for  less  than  we  can  get  in 
through  the  Wheat  Board  in  export  positions.  That's  the  first  place 
you're  going  to  sell  it  to.  So  only  if  you  can  get  a  little  bit  more — 
myself,  I  grow  barley.  You  sell  to  the  industry.  Feeders  sell  barley 
25  cents  a  bushel  more  than  what  I  get  fi-om  the  Wheat  Board  for 
export.  So  if  I  can  get  more  than  I  get,  then  I'm  willing  to  sell  it 
to  whoever  wants  to  offer  it  to  me. 

But  when  we  look  at  the  subsidy  area,  especially  on  barley,  we 
recognize  the  United  States  did  some — 47  percent  is  subsidy  on 
barley  and  Canada  is  only  about  24  percent. 

Taking  into  account  all  of  the  things,  like  our — we  don't  really 
get  direct  subsidies.  What  we  do  at  this  point  in  time  is  have  insur- 
ance programs,  which  our  premium  is  shared  by  the  Government. 
And,  also,  if  we  go  in  the  hole,  it's  picked  up  by  the  Government. 
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But,  of  course,  they  pick  it  up  hoping  that  next  year  won't  be  any- 
thing, and  the  agreement  is  to  put  money  back  in. 

So  that  the  agreement  of  subsidies,  we're  getting  this  consider- 
ably less  than  we're  getting  here.  In  many  instances  we're  not  get- 
ting the  value  that  it  costs  us  to  grow  that  grain  now.  But  that's 
gone  down  the  last  4  or  5  years  since  the  EEP  program  has  been 
in  and  so,  of  laying  equal  blame,  really  blame  the  Europeam  Com- 
munity and  Wheat  Trade  Board  Association. 

The  problems  that  the  farmers  in  Montana  and  Canada  have  are 
the 

Mr.  Johnson.  Montana  export — I'm  trying  to  abide  by  my  own 
rules. 

Mrs.  Norman,  you  are  in  favor  of  the  end-use  certificate  approach 
for  the  American  legislation  at  this  point  in  time;  is  that  correct? 

Mr.  Urton.  If  you're  going  to  continue  this  agreement,  then  you 
have  to  have  something  to  protect  us,  yes? 

Mrs.  Norman.  Yes. 

Mr.  Johnson  Thank  you.  I  would  yield  to  Mr.  Peterson. 

Mr.  Peterson.  Thank  you,  Mr.  Chairman. 

Mr.  Jensen,  I  am  curious,  I  probably  should  know  this,  but — I've 
been  grading  GAO  reports,  but  the  Canadain  Wheat  Board,  and 
trying  to  understand  what  the  history  of  all  this  is,  but  did  some- 
thing change  in  the  Canadian  agreement  whereby  you  can  now  sell 
grain  into  the  United  States  where  you  couldn't  before?  Or  have 
you  always  been  able  to  sell  grain  in  the  United  States? 

Mr.  Jensen.  No,  we  haven't.  Unless,  of  course,  we  sold  and 
bought  it  back  from  the  Wheat  Board. 

Mr.  Peterson.  So  something  happened  internally? 

Mr.  Jensen.  In  the  last  few  days  now  the  Minister  changed  the 
ability  for  us  to  sell  barley.  We  can  sell  straight  into  the  United 
States  or  to  import  domestically. 

Mr.  Peterson.  But  that  was  not  the  case  before? 

Mr.  Jensen.  That  was  not  the  case  before. 

Mr.  Peterson.  You  had  to  sell  everything  to  the  Wheat  Board? 

Mr.  Jensen.  My  understanding  was,  it  went  first  to  the  elevator 
system,  you  know,  and  could  sell  it  from  there. 

Mr.  Peterson.  But  you  could  not  bring  it  across  the  border,  they 
would  not  give  you  clean 

Mr.  Jensen.  There  are  other  people  that  know  more  about  that 
than  I  do,  actually,  fi*om  Canada,  but  that's  my  understanding. 
Could  not,  unless,  of  course — that's  why  they  wanted  that  taken 
off.  They  wanted  the  ability  to  sell  straight  into  the  United  States, 
so  they  didn't  need  to  have  that  additional  cost  on  that  barley  be- 
fore it  was  sold  across  the  border. 

Mr.  Peterson.  And  this  change,  is  that  why  the  Department  of 
Agriculture  thinks  there's  going  to  be  so  much  additional  land  put 
in  produce  up  there,  using  American  varieties,  because  now  you 
can  sell  right  across?  Is  that  the  result  of  this? 

Mr.  Jensen.  There  was  a  study  done  that  many  of  us  don't  agree 
with,  and  that  suggested  that  type  of  thing  would  happen.  Also 
suggested — large  premium  on  malt  barley  up  there.  That  premium 
won't  come  off  so  they're  suggesting  we  would  grow  feed  barley  in- 
stead and  give  us  more  bushels  per  acre  and  more  total  bushels, 
is  what  the  study  suggested. 
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It  might  be  right.  I  don't  know.  But  they  can't  get  the  premium 
on  the  malt,  the/re  most  likely  going  to  grow  wheat  or  something 
to  give  more  dollars  per  bushel  like  they're  expecting  off  the  malt. 

Changes  for  the  malt  and  changes  for  the  barley,  also.  But  they 
also  opened  up  the  market  so  barley  can  go  both  ways.  And  that 
puts  us  in  a  very  precarious  situation,  but  you  are  a  lot  better  than 
we  are  in  that  situation.  You  could  flood  us  right  out  very  easily. 

Mr.  Peterson.  Got  a  bunch  of  land  that  wasn't  in  production  in 
Csinada? 

Mr.  Jensen.  No. 

Mr.  Peterson.  So  why  was  the  Department  telling  us  there  was 
going  to  be  300,000  acres  brought  into  production?  It  sounds 
like 

Mr.  Jensen.  It's  only  a  switch  from  one  grain  to  another  that 
they  must  be  talking  about. 

Mr.  Peterson.  Mr.  Urton,  before  I  run  out  of  time  here,  this  52- 
car  freight,  where  did  it  go,  do  you  know? 

Mr.  Urton.  It  headed  out  West,  as  far  as  I  know.  When  I  saw 
it  being  loaded  on — there  is  something  else.  These  elevator  compa- 
nies were  not  only  telling  farmers,  "You  can't  bring  your  grain  in 
here,"  but  the  elevator  companies  were  working  almost  24  hours  a 
day  bringing  grain  down.  Now,  would  they  do  that  for  the  local 
grain  grower?  No,  they  don't.  They  don't  work  on  Sundays.  They 
may  take  Saturday  morning  and  help  a  guy  out,  but  they  will  not 
do  this  for  the  local  grain  growers  because  they're  just  not  making 
the  dollars  they  are  on  the  Canadian  grain. 

Mr.   Peterson.    So   it  went  west.   Where  would   it  go,   into 
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Mr.  Urton.  I  have  no  idea  where  it  went.  That's  the  big  ques- 
tion, where  did  it  go? 

Mr.  Peterson.  Back  to  Mr.  Jensen.  Maybe  you  don't  know.  I 
think  you  mentioned  something  about — that  this  transportation 
subsidy  wouldn't  make  any  difference  because — ^for  product  coming 
into  the  United  States. 

But  would  you  not  agree  that  probably  the  reason  that  we  lost 
our  Mexican  wheat  and  barley  market  to  you  folks  was  because  of 
this  transportation  subsidy? 

We  used  to  have  75  percent  of  that  market,  you  had  25,  now  you 
have  75  and  we  have  25.  And  that's  just  happened  since  the  Cana- 
dian Free-Trade  .^p-eement  has  gone  through.  Some  of  our  people 
think  it's  because  of  the  transportation  subsidy  and  you're  shipping 
it  down  to  Mexico  using  that  subsidy  undercutting  us. 

Mr.  Jensen.  It  must  be  remembered  that  the  subsidy  is  not  just 
this  year,  it's  been  there  since  1991.  It's  being  paid  in  a  httle  dif- 
ferent way  than  it's  been  paid  for  before,  and  supposed  to  be  paid 
a  different  way  yet  here  in  a  year  or  so.  But  no,  the  only  reason, 
really,  that  it's  moving  down  there  is  because  grains  are  not  so  low 
that  now — the  price  is  that  much  lower  of  grains  in  Canada  be- 
cause we  can't  sell  it  anymore.  So  probably  they've  been  able  to  get 
the  price  that  low  that  they  could  compete  in  that  market. 

Mr.  Peterson.  The  transportation  subsidy  has  to  have  some 
bearing.  Fifty  cents  a  bushel.  It's  going  to  make  a  difference  on  how 
much  you  can  sell  it  for. 
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Mr.  Jensen.  Yes,  but  it's  been  there  all  the  time,  is  what  I'm  say- 
ing, so  it's  not 

Mr.  Johnson.  Would  it  not  also  possibly  be  part  of  the  expla- 
nation for  this  change  in  marketing  Canadian  grain  to  Mexico  that 
the  Canadian  Wheat  Board  has  sought  to  market  your  grain  in 
coxuitries  that  have  not  been  EEP  markets  of  the  United  States, 
and  you've  been  pushed  out  of  some  of  the  markets  in  the  United 
States,  and  the  United  States  have  been 

Mr.  Jensen.  Yes,  that's  probably  true. 

Mr.  Peterson.  In  any  event,  maybe  a  component,  in  any  event, 
of  the  rationale. 

All  right.  I  recognize  Mr.  Williams. 

Mr.  Williams.  Thank  you,  Mr.  Chairman. 

Mr.  Karst,  the  meeting  that  you  held  with  a  group  of  your 
fi-iends  and  neighbors  up  at  Sunburst  was  one  of  the  things  that 
brought  the  attention  of  the  subcommittee  to  the  dilemma  here  in 
Montana  along  the  northern  tier,  and  we're  grateful  to  you  for  hav- 
ing that  meeting. 

Mrs.  Norman,  we  just  had  breakfast  with  your  folks  that  are 
back  in  Washington,  at  their  convention,  and  it  is  an  honor  for  one 
of  our  own  to  be  the  president.  I  understand  the  annual  convention 
will  be  in  Bozeman  later  this  fall  or  winter,  November. 

Mr.  Urton,  I'm  told  that  you  have  one  of  the  few  dry  spots  left 
in  Montana  down  there.  Did  you  get  any  rain  out  of  there  last 
week? 

Mr.  Urton.  Yes,  we  did  get  six-tenths,  I  believe  it  was  last  Mon- 
day, so  it  kind  of  helps  a  Uttle  bit. 

Mr.  Williams.  Mr.  Jensen,  I  want  to  join  the  chairman  in  thank- 
ing you  for  being  here.  Canadians  and  Americans  enjoy  going  both 
ways  across  this  border  but,  sometimes,  on  issues  like  this,  it  must 
be  a  little  difficult  to  come  down  and  visit  with  us  and  have  us 
point  fingers  at  you.  But  we're  very  appreciative  of  you  being  here. 

I  want  you  to  know  the  subcommittee  has  invited  members  of 
several  organizations  and  also  asked  the  Wheat  Board  to  have  a 
representative  here,  and  Unifarm  was  the  only  one  that  responded, 
and  we're  grateful  to  you. 

Mr.  Karst,  you're  right  there,  made  the  contention  that  U.S. 
farmers  might  have  higher  costs  than  you  folks  do  up  in  Canada, 
particularly  because  of  environmental  regulations  and  land-use  re- 
strictions. How  do  you  see  that  fi-om  your  side?  You  know  enough 
about  our  regulations  and  restrictions,  set  aside,  and  the  rest  of  it 
down  here  to  respond  to  that. 

Mr.  Jensen.  Well,  as  an  observer,  I  don't  really  have  the  facts 
on  it,  but  I  wouldn't  think  so.  We  certainly  have  the  same  costs  and 
machinery  and  equipment,  more  costs,  really,  than — mostly  all  im- 
ported from  the  United  States,  whether  it's  tractors  or  machinery, 
or  some  machinery,  of  course,  made  in  Canada.  So,  of  course,  we 
got  excise  tax  and  things  like  that  added  to  those  type  of  costs. 

But  environmentalists  are  after  us  just  as  much  as  anybody  else, 
maybe  some  places  maybe  more  than  others.  I  really  wouldn't 
think  so. 

Mr.  Williams.  Let  me  ask  any  of  you,  perhaps  each  of  you  to  re- 
spond quickly  to  this  in  the  4  minutes  that  we  have  remaining. 
TTiere's  been  a  lot  of  thought  in  the  Congress  that  in  order  to  have 
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true  free  trade,  fair  trade,  whatever  it  is  you  want  to  label  this 
thing,  it  really  would  be  necessary  to  have  uniformity  among  na- 
tions with  regard  to  environmental  standards,  inspection,  rating, 
and  classification  standards. 

First,  do  you  agree  with  that  and,  second,  is  that  possible?  And 
if  not,  is  fair  trade  possible? 

Mr,  Urton. 

Mr.  Urton.  I  do  think  that  there  needs  to  be  some  work  over  in 
the  grain  and  the  wheat.  Canada  has  a  different  grading  system 
than  the  United  States  does.  Just  like  I  was  talking  about  in  my 
testimony  with  the  Canadian  wheat,  when  they  can  go  ahead  and 
grow  the  Spring  wheat  that  is  a  feed  grain  in  Csinada  and  get  feed 
grain  supplies  but  still  sell  it  down  here  to  the  elevators  on  the 
human  consumption  level,  milling  grade  wheat,  something  should 
be  looked  at.  And  it  would  help  too  to  get  that  reworked. 

Mr.  Williams.  Mrs.  Norman. 

Mrs.  Norman.  WIFE  does  support  that  the  United  States  grain 
standards  be  set  to  equal  or  surpass  our  worldwide  customers.  And 
we  also  support  the  price  of  the  grain  according  to  quality  when 
sold  by  the  producers  at  the  first  marketing  point.  But  as  for  being 
able  to  be  uniform,  Montana  WIFE  has  held  hearings  on  the  1995 
farm  biQ,  and  you  don't  get  five  farmers  in  one  room  to  agree. 
You're  not  going  to  get  five  fiiends  to  agree.  It  changes  continu- 
ously. 

Mr.  Williams.  Mr.  Jensen,  what  do  you  think? 

Mr.  Jensen.  I  certainly  think  it's  possible  to  get  closer,  but  it's 
even  difficult  to  get — ^between  States  and  between  Provinces  to  get 
exactly  the  same.  I  think  we  got  to  do  our  very  best  to  work  on  it 
and  get  as  close  as  we  can  in  ^  of  those  situations. 

But  in  answer  to  Mr.  Urton,  we  don't  intend  to  grow  any  more 
feed  grain.  We're  going  to  grow  all  No.  1  wheat  from  now  on. 

Mr.  Williams.  Mr.  Karst. 

Mr.  Karst.  Well,  a  couple  of  points.  First  of  all,  in  regard  to — 
as  far  as  our  chemical  hcensing,  I  can  give  a  quick  summary  of 
what  happened  to  me  last  year.  I  grew  canola  for  a  Canadian  com- 
pany and  an  American  company.  The  premium  chemical  we  like  to 
use  was  a  chemical  called  Fargo,  which  was  legal  for  us  to  use  on 
canola  going  to  Canada  but  not  legal  for  us  on  the  canola  produced 
for  the  American  company,  even  though  the  canola  we  shipped  to 
Canada  was  only  crushed  and  shipped  right  back  to  the  United 
States. 

So  I  think  the  amount  of  money  it  takes  to  Ucense  chemicals  in 
the  United  States  is  extremely  high.  We're  extremely  limited  any- 
more in  those  views  and  sometimes  research  done  within  the  coun- 
try can  be  transferred  to  the  other  country  to  keep  the  field  level 
there. 

The  second  point  is  in  regard  to  set-asides.  I  think  it  will  be  espe- 
cially galling  to  the  American  producers  if  we're  faced  with  10  per- 
cent or  15  percent  set-aside  as  suggested  for  this  year's  wheat  pro- 
ducers, and  so  we  have  to  take  that  much  land  out  of  production 
and  find  alternative  crops  for  the  same  time  rather  than  exporting 
hay  and  grain. 

Our  set-aside  requirements  have  to  be  uniform,  something  to — 
for  uniform  trade  in  that  area  as  well. 
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Mr.  Williams.  Thank  you,  Mr.  Chairman. 

Mr.  Johnson.  I  want  to  thank  the  members  of  this  panel  here, 
you  were  very  helpful  to  the  subcommittee.  And  we  will  be  getting 
back  to  cogitating  on  this  with  some  more  respect  in  Washington. 

In  order  to  move  along  and  get  facts  down  in  the  time  relevant, 
I  welcome  the  second  panel  at  this  point.  And  that  panel  is  com- 
posed of  Mr.  David  Davison,  chairman  of  the  grains  committee  of 
the  Montana  Farm  Bureau;  also,  Mr.  Jonathan  Schlueter,  who  is 
a  representative  of  the  Montana  Grain  Elevator  Association,  Pacific 
Northwest  Grain  and  Feed  Association,  Portland,  Oregon;  and  Mr. 
Chuck  Merja  is  former  president  of  the  Montana  Grain  Growers 
Association  in  Sun  River,  Montana. 

So  if  the  gentlemen  will  join  us. 

Mr.  Williams.  Mr.  Chairman,  forgive  me  while  the  next  panel  is 
coming  forward.  At  the  risk  of  missing  someone,  I  see  three  people 
out  there  that  I'd  like  to  introduce  you  and  Mr.  Peterson  to,  and 
maybe  some  folks  here  don't  know  them. 

We  have  the  State  director  of  the  department  of  agriculture  with 
us,  Mr.  Leo  Giacometto. 

Leo,  stand  up  so  we  can  recognize  you.  Thanks  for  being  here. 

We  have  the  Director,  Mr.  Chairmgin,  of  the  State  ASCS,  Bruce 
Nelson.  Bruce  and  the  new  Director,  also,  of  Farmers  Home  Admin- 
istration, Tony  Preite. 

I  beheve  you  have  about  five  other  very  importEint  people  here, 
I  know,  but  nonetheless 

Mr.  Johnson.  The  subcommittee  welcomes  you  all  and,  in  the 
case  of  farmers  alone,  congratulations  or  condolences,  or  whichever 
is  appropriate. 

But  we  will  move  to  testimony  fi*om  the  second  panel.  And, 
again,  we'll  follow  the  same  ground  rules,  where  if  you're  more 
comfortable  reading  or  testifying,  or  in  your  words.  Take  your 
choice.  But  we  will  try  to  follow  the  5-minute  rule  and,  then,  on 
conclusion  of  all  three  of  you,  we  will  come  back  and  take  questions 
you  might  have. 

And  so,  Mr.  Davison,  why  don't  you  go  ahead  and  proceed.  And 
your  full  statement  is  received  for  the  record,  so  you  may  summa- 
rize about  whatever  you're  most  comfortable  with. 

STATEMENT  OF  DAVID  A.  DAVISON,  MEMBER,  BOARD  OF 
DIRECTORS,  MONTANA  FARM  BUREAU  FEDERATION 

Mr.  Davison.  Since  it  is  a  complex  issue,  I'U  read  most  of  it. 

Mr.  Chairman  and  members  of  the  subcommittee. 

First  of  all,  I  wanted  to  thank  you  for  allowing  us  to  testify  at 
this  hearing.  I  represent  the  Montana  Farm  Bureau  Federation. 
I'm  the  district  director.  And  it  gives  us  an  opportunity  to  let  you 
hear  about  the  policies  that  are  made  by  our  5,000-member  fami- 
lies. 

In  my  testimony  I'll  address  the  seven  questions  you  posed  to  the 
Montana  Farm  Bureau.  Before  I  do  that,  I  wanted  to  make  one 
point,  and  I'll  read  this. 

The  problem  is  not  the  movement  of  Canadian  grain  into  U.S.  do- 
mestic markets,  but  rather  a  problem  of  depressed  world  wheat 
prices  resulting  from  lack  of  progress  in  reducing  export  subsidies 
through  GATT  negotiations.  This  is  not  to  diminish  the  problems 
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caused  by  predatory  pricing  by  the  Canadian  Wheat  Board,  but  I 
believe  the  answers  to  the  questions  posed  will  validate  this  point. 

It  is  imperative  that  you  consider  that  since  there  has  been  no 
meaningful  progress  in  the  GATT.  It  is  a  very  poor  time  to  be  cut- 
ting farm  income  by  reducing  payment  acres,  especially  with  acre- 
age set-aside  programs  which  reduce  the  number  of  acres  a  farmer 
can  get  returns  from,  and  then  reducing  the  number  of  program 
pajmient  acres,  and  the  usual  reduction  of  payment  rate. 

In  the  current  international  climate,  reducing  U.S.  productions 
simply  opens  the  door  for  more  imports  from  Canada  and  reduces 
our  ability  to  retain  international  emorted  market  shares. 

Witii  the  questions  that  you  asked,  the  first  one  to  the  Farm  Bu- 
reau was  imports  of  grain,  such  as  barley  and  Spring  wheat,  are 
they  increasing  and  why?  Is  more  being  imported  than  reported  to 
the  USDA?  ^d,  how  are  these  imports  affecting  U.S.  producers? 

Canada  shipped  6  million  bushels  of  Durum  to  the  United  States 
in  1986,  and  14  miUion  bushels  of  Durum  in  1990.  Durum  and 
Hard  Red  Spring  wheat  shipments  increased  from  15  million  in 
1986  to  25  miUion  bushels  this  year. 

To  put  this  in  perspective,  in  1986  Durum  imports  amounted  to 
12  percent  of  domestic  use,  whereas  in  1990  imports  equaled  20 
percent  of  domestic  use. 

Extensive  use  of  export  subsidies  by  the  EC  and  U.S.  have  de- 
pressed world  wheat  prices  to  levels  that  are  substantially  below 
U.S.  domestic  prices.  The  Canadian  Wheat  Board  can  net  $20  to 
$25  per  ton  more  by  selling  wheat  into  the  United  States  than  they 
can  by  selling  into  the  depressed  world  market.  Lack  of  pricing 
transparency  allows  the  Canadian  Wheat  Board  to  have  standing 
pricing  orders  that  are  slightly  below  U.S.  offers.  The  U.S.  domestic 
millers  claim  that  Canada  is  not  imderbidding  domestic  sellers  but, 
rather,  they  simply  are  willing  to  sell  at  almost  any  U.S.  bid. 

The  second  question,  Canadian  Durum  imports,  within  the  legal 
confines  of  United  States/Canadian  Free  Trade  Agreement,  how 
can  the  issue  of  Canadian  Durum  import  surges  be  alleviated? 

The  Montana  Farm  Bureau  Federation  wholeheartedly  agrees 
with  Senator  Dorgan's  concern  about  the  rapid  increase  in  Durum 
imports  from  Canada  in  recent  years.  We  also  agree  with  his  pro- 
posal to  require  immediate  negotiations  with  Canada  regarding 
price  transparency,  rail  transportation  subsidies,  and  the  acquisi- 
tion price  of  grain  as  called  for  in  the  United  States/Canadian  Free- 
Trade  Agreement. 

The  third  question,  area  grain — time  has  gone  rather  fast. 

Mr.  Johnson.  I  don't  want  to  cut  you  off,  but  feel  free  to  pick 
a  couple  of  the  points  that  you'd  like  to  focus  on  primarily.  The 
seven  issues  were  more  or  less  suggesting  things  that  you  might 
want  to  talk  about,  was  not  intended  to  comer  you  on  all  seven, 
but  you  may  want  to  focus  on  a  couple  that  you  think  are  primarily 
a  concern  to  you. 

Mr.  Davison.  I  wanted  to  emphasize  a  Uttle  bit  on  the  end-use 
certificate  requirements. 

I  just  want  to  state  that  Farm  Bureau  supports  adoption  by  the 
United  States  of  end-use  certificates  on  the  same  commodities  for 
which  such  certificates  are  required  by  Canada,  mainly  wheat  and 
barley.  And  we  are  concerned  about  the  implication  of  requiring 
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end-use  certificates  on  other  public  commodities,  thinking  that  pos- 
sibly they'll  be  putting  end-use  certificates  on  more  of  the  commod- 
ities exported  from  the  United  States  into  Canada. 

I'll  just  read  the  statement  on  the  Export  Enhancement  Program. 

Farm  Bureau's  policy  is  to  support  the  use  of  Export  Enhance- 
ment Program  for  all  commodities  in  all  markets  where  they  face 
unfair  foreign  competition.  Therefore,  we  support  the  use  of  EEP 
for  wheat  in  markets  where  we  have  lost  sales  to  subsidized  com- 
petition fi-om  Canada. 

I  thank  you  for  the  opportunity  and  I'll  close. 

[The  prepared  statement  of  Mr.  Davison  appears  at  the  conclu- 
sion of  the  hearing.] 

Mr.  Johnson.  Thank  you,  and  we'll  come  back  for  some  ques- 
tions £Uid  comments. 

Next,  Mr.  Schlueter, 

STATEMENT  OF  JONATHAN  F.  SCHLUETER,  EXECUTIVE  VICE 
PRESIDENT,  PACIFIC  NORTHWEST  GRAIN  AND  FEED  ASSO- 
CIATION,  ALSO  ON  BEHALF  OF  THE  MONTANA  GRAIN  ELE- 
VATOR ASSOCIATION 

Mr.  Schlueter.  Thank  you  Chairman  Johnson,  Mr.  Williams, 
members  of  the  committee.  My  name  is  John  Schlueter;  I'm  execu- 
tive vice  president  of  Pacific  Northwest  Grain  and  Feed  Associa- 
tion, a  nonprofit  regional  trade  organization,  headquartered  in 
Portland,  Oregon,  which  represents  225  of  the  commercial  grain 
warehousing  companies,  animal  feed  mills,  flour  milling  operations, 
seed  processors,  the  grain  export  shipping  facilities  operating  here 
in  Montana  as  well  as  in  the  States  of  Idaho,  Oregon,  and  Wash- 
ington. 

I'm  testifying  here  today  also  on  behalf  of  the  Montana  Grain  El- 
evator Association  representing  some  of  the  same  companies  in  this 
big  sky  State. 

I,  too,  will  summarize  the  testimony  that  I  provided  to  the  com- 
mittee in  writing.  To  do  so,  I  would  state  that  the  Pacific  North- 
west Grain  and  Feed  Association  and  the  Montana  Grain  Elevator 
Association  are  supportive  of  the  North  American  Free-Trade 
Agreement.  We  support  the  concept  of  free  trade  among  nations 
and  we  recognize  the  NAFTA  agreement  and  the  American  and  Ca- 
nadian Free-Trade  Agreements  have  facilitated  between  our  two 
partners. 

Our  countries  enjoy  the  greatest  trading  relationship  of  any  two 
neighboring  countries  in  this  world.  And  contrary  to  some  of  the 
testimony  that's  been  presented  here  already  today,  the  United 
States  enjoys  a  positive  agricultural  trade  balance  with  Canada, 
equal  to  about  $1.3  billion  annually.  And  that  although  here  in 
Montana  the  advantages  of  the  free-trade  agreement  in  a  resource 
rich  State  such  as  this,  where  the  exports  are  of  coal,  wheat,  cattle, 
and  timber  products,  don't  have  much  impact  in  the  North. 

We,  too,  in  the  State  of  Montana  enjoy  a  positive  trade  balance 
with  Canada,  equal  to  about  $144  million  annually,  last  year,  and 
agriculture  is  among  the  top  eight  commodity  sectors  leading  the 
way. 

Unlike  some  of  the  groups  that  have  also  testified  here  today,  the 
Pacific  Northwest  Grain  and  Feed  Association  and  the  Montana 
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Grain  Elevator  Association  oppose  the  concept  and  proposal  for 
end-use  certificates,  as  has  already  been  discussed.  We  view  end- 
use  certificates  as  thinly  veiled  efforts  to  try  to  reimpose  some  of 
the  trade  barriers  that  are  coming  down  daily  in  our  countries  in 
other  parts  of  this  world.  We  view  them  as  hindrances  to  grain 
flow. 

We  don't  think  it  will  succeed  in  any  of  the  importation  of  Cana- 
dian grain  as  proponents  would  advocate.  I  think,  instead,  that  it 
is  a  retaliatory  effort  in — if  not  in  the  language,  then  certainly  in 
the  spirit  of  free-trade  agreements  end-use  certificates  do  violate 
what  we're  trjdng  to  accomplish  in  the  stated  policy  objectives  of 
national  leadership  in  both  countries.  We  view  end-use  certificates, 
therefore,  as  an  incumbrance. 

I  would  close  my  remarks  by  focussing  on  some  of  the  problems 
of  the  grain  elevator  industry  of  this  State  which  is  down  from  174 
commercisd  warehousing  facilities  operating  in  1985  to  97  commer- 
cial grain  warehousing  facilities  operating  in  this  State  in  1992.  We 
have  dropped  45  percent  of  the  Ucensed  grain  companies  operating 
in  this  State  in  a  7-year  period,  largely  because  of  1985  farm  bill, 
the  provision  that  took  a  large  amount  of  acres,  25  percent  of  serv- 
ice areas  in  many  counties,  out  of  production,  did  not  allow  us  the 
same  support  levels  and  support  payments  that  the  farmers  pro- 
duced and  the  farmers  enjoy. 

As  far  as  State-licensed  pubUc  warehouses,  I  should  also  point 
out  to  the  committee  that  we  have  a  legal  responsibility  in  this 
State  to  hear  and  receive  all  deposits  of  grain  without  discrimina- 
tion. Chapter  80-4^523  of  Montana's  State  law  specifies  that,  "A 
warehouseman  shall  receive  for  storage,  conditioning,  handling  or 
shipment  without  discrimination  of  any  kind,  so  far  as  the  capacity 
of  his  warehouse  will  permit,  all  agricultural  commodities  tendered 
him  in  the  usual  course  of  business  in  suitable  condition  for  stor- 
age. 

The  point  is  this,  we  have  a  legal  responsibiUty  under  State  laws 
of  the  State  of  Montana  to  govern  the  industry.  We  have  a  financial 
responsibility  to  the  patrons  and  to  the  stockholders  of  the  grain 
companies  that  own  these  firms.  We  have  a  sociopoUtical  respon- 
sibility to  the  grain  trade  of  our  two  countries,  and  to  the  econo- 
mies of  our  two  countries  to  facilitate  trade.  And  we  work  to  export 
free  trade  among  nations. 

We  are  very  good  at  exporting  grain  to  five  Continents  across  the 
globe,  and  we  feed  consumers  in  a  hungry  world.  But  95  percent 
of  the  mouths  to  feed  on  this  globe  are  outside  of  this  country. 

And  I'd  like  to  part  with  one  last  comment  about  the  exporters, 
because  there's  been  some  suggestion  that  grain  coming  in  from 
Csinada  ends  up  going  west  to  be  exported. 

We  handle  35  percent  of  all  of  the  wheat  that's  ejqjorted  from  the 
United  States  off  the  northwest  coast,  the  Columbia  River  mouth, 
for  all  intents  and  purposes.  We  also  handle  20  percent  of  the  feed 
grain  exports  off  that  coast.  The  reason  the  Canadian  grain  is 
going  off,  is  it  will  go  off  the  northwest  coast  in  export  channels 
and  commercial  trains.  The  cash  markets  that  were  referenced  pre- 
viously, Japan,  Korea,  Taiwan,  it  will  not  go  out  under  subsidy  re- 
percussions. 
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The  legal  consequences  of  discovering  foreign  agricultural  serv- 
ice, the  Office  of  Inspector  General,  other  regulatory  agencies  that 
are  in  place  and  overseeing  that  industry  on  a  daily  basis,  know 
that  the  grain  company  found  to  be  violating  the  exportation  of  Ca- 
nadian grain  under  U.S.  subsidy  stands  to  not  only  lose  the  subsidy 
on  that  sale,  not  only  forfeit  the  performance  bond  that  is  posted 
on  that  transaction,  but  also  st£ind  to  be  blacklisted  by  the  USDA 
in  participation  of  other  export  bonus  programs  for  a  period  of  3 
years  after  that  violation  is  noted.  And  the  management  represent- 
atives of  those  companies  stand  to  do  jail  time  if  they  are  found  to 
be  violating  these  requirements. 

The  long  and  short  of  it  is  exporters  in  the  grain  industry  in  the 
United  States  and  Canada  are  alike,  are  very  careful  to  maJce  sure 
that  grain  coming  into  this  country  from  Canada  does  not  end  up 
going  out  from  this  country  under  export  subsidy. 

Thank  you  very  much  for  letting  us  represent  these  views. 

[The  prepared  statement  of  Mr.  Schlueter  appears  at  the  conclu- 
sion of  the  hearing.] 

Mr.  Johnson.  Thank  you,  Mr.  Schlueter. 

Mr.  Merja. 

STATEMENT  OF  CHARLES  L.  MERJA,  PAST  PRESIDENT, 
MONTANA  GRAIN  GROWERS  ASSOCIATION 

Mr.  Merja.  Thank  you  very  much.  I  would  just  like  to  follow  up 
on  a  couple  topics,  before  I  give  the  prepared  testimony,  that  Mr. 
Schlueter  mentioned. 

He  said,  members  of  the  Elevator  Association  are  supposed  to 
take,  without  discrimination,  all  grain  offered  to  them.  And  people 
in  his  organization  have  signed  contracts  for  wheat  to  be  delivered 
from  U.S.  farmers  this  year  and  they  called  those  farmers  and  said, 
**Why  don't  you  folks  stay  home  because  we're  making  too  much 
money  on  Canadian  grain." 

Second,  he  spent  a  lot  of  time  telling  you  how  the  grain  trade  is 
going  to  be  very  careful  about  making  sure  that  no  grain  makes  it 
into  EEP  channels,  but  they  oppose  end-use  certificates.  It  would 
seem  to  me  they  would  support  end-use  certificates  so  they  could 
have  confirmation,  the  Government-controlled  confirmation  that 
none  of  that  imported  wheat  made  it  into  export  channels. 

Anyway,  thank  you  for  letting  me  participate.  Thank  you  for 
coming  to  Montana.  My  name  is  Chuck  Merja  and  I  farm  with  two 
brothers  and  my  father  west  of  town,  about  25  miles.  I'm  imme- 
diate past  president  of  the  Montana  Grain  Growers  Association,  a 
producer  organization  with  about  3,000  members. 

I  think  it's  important  that  I  point  out  that  we've  worked  very 
hard  as  an  association  to  support  GATT  and  support  NAFTA  as 
well  as  maintain  fast-track  authority  for  both  of  those.  We  did  so 
because  we  beheve  that  trade  is  important  to  the  survival  of  our 
industry,  as  well  as  the  continued  shrinking  of  the  world  through 
interactions  brought  about  by  trade. 

In  fact,  we  endured  significant  cuts  to  commodity  programs  on 
the  promise  of  tough  trade  negotiations  that  would  help  open  mar- 
kets and  create  a  level  playing  field.  In  fact,  those  cuts  were  pre- 
mature in  that  they  provided  no  incentive  to  our  competitors  to  get 
serious  about  trade  negotiations.  Instead,  they  provided  strong  in- 
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centives  for  our  competitors  to  iitee  whatever  stall  tactics  were 
needed  while  waiting  for  our  Government  to  further  cut  domestic 
programs.  That  tactic  worked  very/ well  as  we  are  currently  watch- 
ing both  the  House  and  Senate  As  Committees  debate  how  the/re 
further  going  to  cut  our  ag  supports. 

When  will  you  come  to  understand  that  all  of  our  competitors  are 
sitting  around  knowing  that  they  don't  have  to  bother  to  negotiate, 
all  they  have  to  do  is  watch  Congress  and  the  administration  uni- 
laterally disarm  American  agriculture. 

I'm  on  this  diatribe  because  even  though  we  supported  GATT 
and  NAFTA,  we  sent  a  letter  to  Ambassador  Hills  in  the  summer 
of  1992  expressing  some  specific  concerns  we  had  about  the  Cana- 
dian Free-Trade  Agreement  and  asked  that  they  be  entered  in  the 
soon-to-be-completed  NAFTA.  Specifically,  we  requested  that  Cana- 
dian price  trsuisparency  and  rail  subsidies  be  addressed  so  as  to  fix 
some  of  the  problems  we  had  experienced  with  the  Canadieui  Free- 
Trade  Agreement. 

I  enclose  a  copy  of  the  reply  that  we  got  well  after  the  negotia- 
tions were  announced  as  having  been  successfiilly  completed.  The 
fourth  paragraph  of  that  letter  says,  in  part,  "We  were  unable  to 
further  address  the  issues  of  Canaditui  price  transparency  and  Ca- 
nadian rail  subsidies.  Canada  simply  refiised  to  move  on  these  is- 
sues." 

The  man  that  wrote  these  words  was  and  is  the  Deputy  United 
States  Trade  Representative.  He's  supposed  to  be  protecting  our  in- 
terests and  he  capitulated  to  a  "Refusal  to  negotiate." 

Now,  I'm  not  a  world-class  negotiator,  but  I  dam  well  know  what 
it  means  when  one  side  in  the  negotiation  simply  refuses  to  nego- 
tiate on  an  issue.  It  means  they  think  they  got  a  heck  of  good  deal 
in  the  last  go  round  and  they're  not  going  to  give  up  anything  this 
time. 

No  one  told  us  that  fi*ee  trade  meant  we  were  just  going  to  give 
away  msu-kets  for  fi-ee.  The  field  is  not  level  between  Canada  and 
the  United  States.  I  say  that  and,  in  the  same  breath,  I  say  that 
we  are  missing  the  target  by  pointing  at  the  Canadians.  My  testi- 
mony today  is  not  Canada-friendly,  yet  I  agree  with  previous  panel 
people  who  said  we  need  to  come  together.  I  agree  with  that.  We 
need  to  be  pointing  across  the  Atlantic. 

But  U.S.  farmers  are  competing  against  farmers  whose  Govern- 
ment subsidizes  freight,  and  is  loo&g  at  ways  to  extend  those 
freight  subsidies  into  the  United  States;  whose  selling  pool  goes 
into  our  markets  that  we  have  developed  and  gives  standing  offers 
under  any  U.S.  price  quote;  whose  selling  pool  doesn't  have  to  prof- 
it on  each  sale  and  thereby  can  gain  easy  entry  into  the  best  Unit- 
ed States  or  international  markets  where  our  farmers  or  private 
companies  cannot  venture,  by  using  price,  quality,  or  d!eUvery 
terms  as  enticements.  We  are  literally  giving  away  our  industry  to 
allow  this  to  happen. 

A  couple  closing  points.  First  £uid  foremost.  Congress  and  the  ad- 
ministration need  to  send  a  strong  message  to  our  farmers  and  our 
competitors.  We  will  no  longer  unilaterally  disarm.  We  will  allow 
our  producers  to  produce  and  use  all  the  tools  available,  plus  any 
others  that  we  need  to  see  to  it  that  what  oxir  farmers  produce  will 
be  sold. 
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One  of  the  effects  of  large  amounts  of  Canadian  grain  coming 
across  the  border  is  that — and  there's  a  chart  in  here  showing  the 
increases,  if  we  indeed  import  72  million  bushels  of  Canadian  grain 
this  year  without  a  commensurate  increase  in  U.S.  sales,  we  will 
build  U.S.  stocks  significantly. 

USDA  currently  projects  U.S.  stocks  to  go  up  by  28.9  percent 
while  the  EC  will  go  down  11.4  percent,  and  Canada  will  go  down 
16.4  percent.  Price  elasticity  estimates  that  we've  gotten  indicate 
that  wheat  price  moves  12  to  25  cents  per  100  million  bushel 
change  of  ending  stocks.  Using  15  cents  and  1.5  billion  program 
bushels,  we  could  see  lost  revenue  and  increased  deficiency  pay- 
ments to  producers  on  the  order  of  $225  milhon  a  year,  or  $1,125 
billion  over  5  years. 

The  things  that  we  need  to  do  to  fix  this  situation,  in  my  opinion, 
are  we  need  Canadian  price  transpgirency;  we  need  transportation 
subsidies,  administrative  costs  of  the  Canadian  Wheat  Board  and 
all  other  subsidies  of  the  Canadian  Wheat  Board  included  in  the 
calculation  of  the  acquisition  price;  and  end-use  certificates  must 
be  utilized. 

End-use  certificates  are  not  the  sole  answer.  If  you  leave  here 
today  thinking  that  they  are  the  sole  answer,  we  will  have  been 
doing  this  for  nothing  and  we  will  not  have  solved  the  problem. 

We  must  be  allowed  to  use  EEP  and  other  tools,  if  necessary,  to 
Mexico,  Indonesia,  Venezuela,  and/or  other  places  where  the  Cana- 
dian Wheat  Board  has  made  aggressive  advances. 

American  producers  must  be  given  access  to  Canadian  markets. 
Speedier  trade  dispute  resolution  must  be  put  in  place.  And  again, 
extreme  care  must  be  taken  with  rewriting  the  USDA  budget. 
Don't  be  counter-productive  to  our  trade  posture. 

Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Merja  appears  at  the  conclusion 
of  hearing.] 

Mr.  Johnson.  Thank  you.  I  would  just  interject  at  this  particular 
time  that  the  subcommittee  has  received  a  letter  with  supportive 
material  from  the  Canadian  Embassy  stating,  "The  Canadian 
Wheat  Board  has  forwarded  to  the  Government  your  invitation  to 
appeeir  before  the  Subcommittee  on  General  Farm  Commodities  on 
Jime  11  in  Great  Falls,  Montana.  As  a  matter  of  practice.  Federal 
officials  do  not  testify  in  front  of  U.S.  House  or  Senate  committees. 
Nevertheless,  on  behalf  of  the  Government  of  Canada."  The  Ambas- 
sador submits  "Attached  information  on  bilateral  trade  in  grain 
and  grain  products  between  Canada  and  the  United  States  to  be 
included  as  part  of  the  record  of  the  hearing." 

We  do,  without  objection,  receive  this  as  part  of  the  record. 

[The  material  appears  at  the  conclusion  of  the  hearing.] 

Mr.  Johnson.  Mr.  Davison,  given  the  level  of  impression  of  Can- 
ada and  Canadian  imports  into  the  United  States,  this  subcommit- 
tee had  to  wrestle  the  issue  of  ARP's  versus  flex  acres  in  the  most 
recent  reconciliation  bill. 

Would  you  prefer  flex  acres  versus  an  increase  in  ARP  acres  in 
terms  of  farm  policy  in  our  country? 

Mr.  Davison.  Yes,  we  do — I  believe  we  prefer  flex  acres. 
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I  believe  it's  our  policy  to  encourage  production  and  the  ARP  pro- 
gram seems  to  stifle  production  more  so  than  flex.  Flex  actually  en- 
hances it,  I  believe.  We  prefer  flex. 

Mr.  Johnson.  Given  some  of  the  complications  we  had  with  the 
Canadian  Free-Trade  Agreement  that  has  been  testified  to,  or  at 
least  the  testimony  to  that  nature,  are  you  comfortable  that  we  can 
go  on  from  here  to  a  North  American  Free-Trade  Agreement  and 
avoid  some  of  those  kinds  of  complications  in  that  larger  agree- 
ment? 

Mr.  Davison.  I  hope  that  possibly  we've  learned  in  this  free- 
trade  agreement  with  Canada  some  of  the  things  that  we  need  to 
address  in  the  North  American  Free-Trade  Agreement.  I  feel  posi- 
tive that  we  can  come  to  an  agreement  and  we  support  the  North 
American  Free-Trade  Agreement. 

But  we  need  to  eliminate  some  of  the  inequities.  And  I  know 
that's  a  real  challenge,  and  a  complex  challenge,  but  if  we  can 
eliminate  most  of  the  inequities,  then  I  believe  that  we  can  have 
an  effective  North  American  Free-Trade  Agreement. 

Mr.  Johnson.  Mr.  Schlueter,  I  appreciate  your  testimony  in  your 
respective — on  the  case  of  end-use  certificates.  If  we  do  not  have 
satisfactory  GATT  negotiations  concluded,  and  there's  some  sign 
that  maybe  things  are  picking  up  again,  but  if  nothing  is  reached 
in  the  foreseeable  future,  would  you  be  opposed  to  a  United  States 
end-use  certificate  if  it  were  simply  a  mirror  of  the  Canadian  proc- 
ess? If  there  is,  in  fact,  no  mincing  of  the  Canadian  agreement,  as 
there  are  criminal  penalties  as  you  said,  if  there  is  no  mincing, 
then  what  is  the  objection  to  a  United  States  end-use  certificate 
with  no  agreement? 

Mr.  Schlueter.  Mr.  Chairman,  just  in  the  last  year  the  Cana- 
dian Government,  the  Wheat  Board  there,  has  indicated  their  will- 
ingness to  drop  the  end-use  certificates  that  they  have  imposed  on 
the  United  States  and  other  origins.  And  we  view  that  as  a  very 
positive  sign. 

They're  concerned  about  your  attention  to  this  issue  in  our  coun- 
try, and  they  reaUze  that  they  are  out  of  step.  And  that  our  reasons 
for  opposing  end-use  certificates  is  that,  really,  in  stating  some  of 
the  barriers  or  restrictions  that  encumber  the  trades,  it  doesn't 
stop  it,  it  doesn't  seem  to  slow  it  down;  it  imposes  one  more  piece 
of  paperwork  for  grain  companies  to  complete  and  fill  out. 

We  are  very  good  at  filling  out  paper  to  conduct  our  trades.  This 
will  not  stop  that.  It  will  merely  encumber  trades.  It  is  on  that 
basis  we  oppose  it.  If  not  in  the  spirit,  if  not  if  the  language  of  the 
free-trade  agreement,  and  Ambassador  Kent  does  believe  it  violates 
the  language  of  the  free-trade  agreement,  virtually  the  spirit  of  the 
free-trade  agreement  and  facilitating  trade  between  nations,  and 
we  now  view  it  as  the  wrong  way  to  go. 

Mr.  Johnson,  Given  the  fact  we  spent  millions  on  EEP  subsidies 
each  year  and  we  do  subsidize  exports  the  way  Canada  does  not, 
wouM  you  elaborate  just  very  briefly  on  the  current  mechanism  for 
giving  some  assurance  on  how  this  is  policed  currently? 

Mr.  Schlueter.  It's  policed  by  the  industry  in  the  following  way: 
The  Canadian  sellers  of  grain  impose  a  restriction  upon  the  buyers, 
that  the  buyer  guarantees  that  the  grain  that  they  are  importing 
is  bound  for  domestic  utilization,  either  feed  or  domestic  flour  mill- 
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ing.  In  turn,  the  grain  marketers  in  this  country  require  of  their 
seUers,  be  it  Canadian,  an  in-country  origin  station,  a  country  ele- 
vator in  Montana — ^for  example,  the  country  station  for  seller  guar- 
antees U.S.  origin  for  the  grain  that  is  being  sold  and  intended  for 
export  destinations. 

Mr,  Johnson,  But  without  a  certificate  or  anj^hing  of  that  na- 
ture, how  does  anyone  really  know? 

Mr.  SCHLUETER.  The  OIG,  Foreign  Agricultural  Service,  a  num- 
ber of  other  agencies  routinely  audit  and  examine  the  books  of  the 
grain  exporters  over  on  the  coast.  I'm  aware  of  four  or  five  of  those 
audits  in  the  10  years  that  I've  been  in  this  industry  and,  to  my 
knowledge,  nobody  has  ever  brought  charges,  allegations,  repercus- 
sions. There  haven't  been  any  crimes. 

Mr.  Johnson.  My  time  has  expired.  And  I  appreciate  your  an- 
swer, given  the  timefi-ame  that  I  gave  you  to  do  that.  And,  in  order 
to  expedite  things,  I  will  recognize  the  gentleman  fi-om  Minnesota. 

Mr.  Peterson.  Just  as  the  chairman,  to  follow  up  on  your  ques- 
tion, the  auditors,  as  I  understand  it,  as  long  as  you  don't  have 
more  Canadian  grain  than  what  you  have  in  your  total  stock,  then 
you're  OK,  and  they  totally  ignore  the  fact  that  you're  displacing 
American  grain.  I  mean,  it's  a  case  of  figures  he,  hars  figure. 

Mr.  Davison,  you  were  talking  that  you  thought  that  we  can  ne- 
gotiate an  agreement  with  NAFTA  if  we  learn  fi-om  the  problems 
of  the  Canadian  agreement.  I  think  we  all  need  to  understand  that 
what  these  trade  agreements  are  about  are  about  opening  up  the 
market  of  financial  services,  telecommunications,  for  credit  cards. 

And  agriculture  is  an  impediment.  We  are  a  problem.  We  are 
something  just  basically  to  get  out  of  the  way.  And  that's  why  we 
always  get  in  trouble  with  these  agreements. 

In  this  case,  when  we  try  to  get  them  to  address  these  issues  Mr. 
Merja  talked  about,  they  stonewsilled  us  again.  When  it  was  a 
problem  with  autos  and  other  big  industries,  they  opened  those  up 
in  NAFTA. 

I  had  a  hearing  in  my  subcommittee  looking  at  employment  is- 
sues, showing  how  much  trust  you  can  have  in  this.  When  they 
were  negotiating  the  NAFTA,  they  basically  gave  away  the  glass 
industry  in  this  country,  some  of  our  highest  paying  jobs,  and  we 
are  going  to  lose  the  entire  industry  to  Mexico,  to  one  of  President 
Salena's  buddies  who  gave  him  $25  milUon  at  this  fund-raiser  they 
just  had. 

And  you  know  why?  Because  President — ^the  guy  testified  in  my 
committee  that  President  Bush,  the  orders  were  that  they  needed 
this  agreement  Tuesday  morning  in  the  RepubUcan  Convention. 
The  Mexicans  knew  this  and  their  negotiator  sat  at  the  table  and 
we  gave  the  industry  away.  $30-an-hour  jobs. 

The  sugar  situation.  We  basically  are  going  to  underline  the 
sugar  problems.  If  you  let  this  agreement  go  tlu-ough,  because  the 
sugar  company  has  been  unable  to  give  this  subcommittee  a  way 
for  the  sugar  program  and  try  to  do  away  with  it  in  the  NAFTA. 

I  mean,  we  got  all  these  other  forces  going  on,  so  I'm  very  skep- 
tical. And  it's  the  reason  why  I'm  opposing  the  NAFTA,  because  I 
think  there's  all  kinds  of  holes  in  this  agreement.  And  I  think  we 
have  to  be  real  carefiil  about  what  we're  doing  because  we  get 
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burned  once  is  one  thing,  but  if  we  get  burned  twice,  we  better 
have  our  head  examined. 

I  personally — probably  this  is  not  a  question,  but  I  think  it's  a 
mistake  for  us  to  put  agriculture  and  energy  into  the  free-trade 
£irena  at  all.  I  think  those  are  national  security  assets  of  this  coun- 
try. We  ought  to  recognize  them  as  such.  And  it's  foolish  for  us  to 
be  putting  them  on  the  world  market.  I  really  fundamentally  be- 
lieve that.  I  guess  I'm  a  protectionist. 

I  think  we're  just  kidding  ourselves.  And  one  of  the  reasons  that 
Europe  won't  agree  to  the  GATT  is  because  the/ve  gone  hungry  in 
that  country  and  they  know  what  it's  like  when  they  can't  produce 
foods  to  feed  their  people.  We  don't  understand  that  in  this  coun- 
try. People  cannot  survive  on  $2.50  wheat. 

You  Imow,  if  we  keep  on  this  track,  we're  not  going  to  produce 
any  agricultural  products  in  this  country,  we'll  have  somebody  else 
ship  them  in  to  us.  And  then  where  are  we  going  to  be? 

So  I  appreciate  all  of  your  testimony.  I  thmk  that  there  was  good 
testimony  and  raised  some  good  points.  And  I  guess  I've  been 
round  and  round  with  Mr.  Schlueter's  people  in  Washington.  We 
don't  agree  on  a  lot  of  things. 

I  have  one  question.  We  just  went  through  this  thing  in  Min- 
nesota. I  don't  know  who  can  answer  this,  but  the  State  legislature 
asked  the  Canadians  at  least  if  they're  going  to  bring  their  grain 
and  our  elevator  is  going  to  buy  it,  that  they  pay  the  2-cent  check- 
off. And  then  the  Governor  vetoed  it  ostensibly  because  your  folks 
asked  him  to. 

I  don't  know  if  that's  true  or  not.  But,  anyway,  did  anj^hing  like 
that  happened  in  Montana?  Did  they  vote  to  check-off  out  here  in 
the  legislature? 

Mr.  Merja.  Our  Governor  signed  it. 

Mr.  Peterson.  You  did? 

Mr.  Merja.  We  should  have  our  Governor  talk  to  your  Governor. 

Mr.  Peterson.  I  like  the  law  that  all  the  grain  has  to  be  pur- 
chased no  matter  where  it's  from.  Couldn't  that  be  changed  in  the 
legislature,  or  wasn't  that  addressed?  Mr.  Schlueter  testified  that 
the  elevator  has  to  buy  all  the  grain.  Couldn't  the  State  legislature 
change  the  State  law  and  say  they  don't  have  to  buy  Canadian 
grain? 

Mr.  Schlueter.  That  wasn't  addressed  in  the  1993  session  of  the 
legislature. 

Mr.  Peterson.  Maybe  it  should  have  been. 

Mr.  Schlueter.  I  am  aware  in  1992  the  attorney  general's  ruling 
in  the  State  of  North  Dakota,  which  reversed  the  attorney  general's 
earlier  interpretation  that  grain  elevators  could  not  discriminate 
against  the  Canadian  depositors.  He  later  overturned  that  and 
ruled  that  yes,  they  can  discriminate  against  the  producers  if  it 
doesn't  serve  their  local  needs  or  local  interests. 

So  in  the  State  of  North  Dakota  the  grain  elevator  there,  the  in- 
State  law,  there  is  a  proviso  for  domestically  produced  grain.  We 
don't  have  that  option  in  this  State. 

Mr.  Peterson.  Thank  you.  Thank  you  all.  We  appreciate  it. 

Mr.  Johnson.  Mr.  Williams. 

Mr.  Williams.  Thank  you.  I  want  to  thank  all  of  you  for  coming 
as  well.  I'm  going  to  shorten  up  a  couple  of  questions  I  will  ask  so 
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we  can  hear  perhaps  from  a  few  more  people  in  the  crowd,  Mr. 
Chairman,  before  you  both  have  to  get  on  the  plane  and  head  for 
North  Dakota. 

Mr.  Schlueter,  I  appreciate  your  comments  concerning  your  sup- 
port and  the  companj^s  support  for  the  spirit  and  facUitation  we 
spend  in  markets  and  free  trade,  fair  trade.  Mr.  Merja  asked  for 
Canadian  transparency.  Would  that  help  facilitate  freer  and  fair 
trade  in  your  view  and  the  view  of  your  company? 

Mr.  Schlueter.  There  is  some  support  for  that  industry,  yes. 

Mr.  Williams.  Mr.  Merja,  what  do  you  mean  by  additional  Cana- 
dian transparency?  You  and  I  talked  about  it  and  I  think  I  know 
what  you  mean.  I  just  want  them  to  hear,  Chuck,  the  subcommit- 
tee members,  I  want  them  to  hear  you  say  it. 

Mr.  Merja.  Well,  the  business  of  the  Canadian  Wheat  Board  is 
right  now  only  the  business  of  the  Canadian  Wheat  Board  and  we 
can't  even  come  to  you — ^to  this  committee — and  say  the  Canadians 
are  doing  this  or  that,  because  we  can't  find  out  what  they^re  doing. 
We  need  some  independent  panel  that  can  help  track  prices  and 
quantities  of  grains  so  that  we  can  find  out  if  the  Canadians  are 
obeying  free  trade  with  us  or  not. 

If  I  can  just  expand  a  little  bit.  There  are  guys  in  his  association 
that  are  significantly  hurt  by  what  the  Canadian  Wheat  Board  is 
doing.  And  the  Canadian  Wheat  Board,  by  doing  that,  is  not  doing 
their  producers  any  favors  either. 

Mr.  Williams.  Finally,  Mr.  Chairman,  I  found  it  interesting,  not 
just  surprising,  but  an  interesting  thing  here  today  and  that  is  all 
the  group  associations  came  before  us,  similsir  to  ones  that  come 
before  us  in  Washington,  individual  farmers  came  before  us,  includ- 
ing those  from  our  friends  across  the  border,  have  all  s£iid,  one  way 
or  another,  that  parts  of  the  trade  agreement  do  not  benefit,  in 
fact,  hurt  individual  farmers. 

None  of  the  farmers  or  their  association  that  have  come  here 
today  have  thought  that  individual  farmers  are  benefiting  by  the 
trade  agreement,  only  the  grain  company  supports  the  trade  agree- 
ment. 

I  think  I  know  what  to  make  of  that.  I  don't  know  what  to  say 
of  it  because  I  want  to  be  careful  with  my  words  and  I  don't  want 
to  have  accusations.  But  it  is  a  fact,  and  we  find  it  in  Washington 
as  well,  more  and  more  farmers  and  their  associations  are  peeling 
off  of  support  for  past  trade  agreements,  are  beginning  to  be  very 
cautious  about  fixture  trade  agreements.  And,  in  the  meantime, 
companies  are  pushing  down  the  accelerator  to  move  ever  more 
quickly  to  get  the  agreements. 

Now,  that  gives  everyone  pause  and  concern.  And  I  think  it  is 
something  unique  that  has  entered  this  matter,  that  neither  the 
Congress  nor  the  President  should  ignore. 

Again,  including  the  Farm  Bureau,  we're  very  appreciative  of  you 
all  for  coming  by  and  spending  time  with  the  subcommittee. 

Mr.  Johnson.  I  thank  the  members  of  this  panel.  I  think  it's 
very  helpfiil  in  having  this  hearing  in  this  State.  It  has  contributed 
to  our  decisions  and  understanding  of  the  issues. 

We  have  a  relatively  short  amount  of  time,  very  short  amount  of 
time  left,  and  I  apologize  for  that,  and  the  airline  schedules  and 
whatever.  But  I  want  to  try  to  get  in  a  bit  of  these — at  least  some 
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comments  from  individuals  who  are  not  on  the  psinels  but  have 
something  to  say.  And  we  have  a  sign-up  sheet  with  people  to  fol- 
low-up on. 

And  I'm  going  to  ask  you  to  try  to  keep  your  comments  to  2  min- 
utes, which  I  know  is  really  too  short.  But  we'll  have  to  follow  a 
2-minute  rule,  otherwise  we  just  can't  do  it  at  all. 

In  the  order  of  the  sign-up  sheet,  I  ask  Mr.  Conrad  Johnson  if 
you  have  some  remarks  to  share  with  us  and  anjrthing  that  you 
would  further  elaborate  that  you  put  in  writing  we  will  certainly 
receive  in  the  record  as  well. 

STATEMENT  OF  CONRAD  L.  JOHNSON,  FARMER,  BRACKEN, 

SASKATCHEWAN,  CANADA 

Mr.  C.  Johnson.  Given  the  purpose  of  this  meeting,  what  I'm 
going  to  say  will  mean  some  good  news  and  bad  news.  The  good 
news  is  I  was  bom  in  Havre,  and  graduated  from  Montana  State 
University.  The  bad  news  is  I'm  a  Canadian  grain  farmer  and  have 
been  for  quite  a  while. 

First,  we  should  reflect  a  little  bit  on  what  the  Canadian  Wheat 
Board  is  and  how  it  works.  First,  you  have  to  realize  it's  a  total 
monopoly.  In  a  perfect  world,  having  a  great  system,  that  should 
be  a  perfect  system  to  market  our  grain.  But,  as  we  all  know,  hu- 
mans sometimes  screw  up  perfect  things. 

It's  gone  to  us  as  producers  and  covered  us  with  a  security  blan- 
ket and  made  us  an  industry  of  very  poor  marketers.  We  don't  ask 
enough  tough  questions;  we  don't  understand  what's  going  on. 

I  want  you  to  realize,  too,  the  vast  majority  of  grain  that  comes 
down  here  was  Canadian  Wheat  Board  grain,  it  wasn't  from  indi- 
vidual producers.  If  you  think  it's  tough  for  Americans  to  haul 
grain  up  there,  try,  as  an  individual  producer,  to  haul  it  down  here. 

One  reason  they  can  sell  so  competitively  into  the  northern  Unit- 
ed States  with  trucking  programs  is  because  they  can  use  their  ac- 
credited exporters.  We,  as  producers,  wiU  give  those  accredited  ex- 
porters approximately  a  64-cent-per-bushel  basis  right  out  of  our 
pockets  to  play  with  before  the  grain  even  leaves  the  Canadian  ele- 
vator. 

As  an  example,  say  I  have  a  semiload  of  grain  that  I  myself 
produce,  haul  it  to  a  local  company,  sell  it.  I  drive  it  around,  I  go 
in  to  pick  up  my  check.  The  handling  charge  the  grain  company 
will  charge  to  take  my  grain  upstairs,  that's  22  cents  a  bushel.  Be- 
cause it's  all  Canadian  grain,  that's  shipped  and  in  export  position, 
it's  supposed  to  be  clean,  and  I  pay  7  cents  a  bushel  for  that.  It 
isn't  clean,  because  it's  coming  down  here.  But  to  keep  everything 
fair,  I  pay  it. 

All  Canadian  grain  going  to  export  position  I  pay  35  cents  a 
bushel  freight  on  that.  It  doesn't  go  to  the  coast.  But  to  keep  every- 
thing fair,  I  pay  it.  So  they  have  a  cushion  to  play  with. 

Moving  on  to  trade.  Both  countries  came  to  the  trade  table  with 
our  suitcases  of  sins.  While  we  should  have  mutual  interests  and 
goals,  it  seems  like  an  action-reaction  scenario  seems  to  prevEul.  We 
can't  lose  sight  of  the  goal  to  get  the  Europeans  out  of  the  export 
subsidy  business.  The  time  seems  right  to  put  a  little  pressure  on 
them.  Germany  is  running  out  of  money,  France  is  bending  on 
some  issue.  Can't  we,  as  neighbors,  get  together,  form  some  mutual 
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ideas,  goals,  go  forth  arm  in  arm  instead  of  standing,  one  behind 
the  other,  and  taking  turns  kicking  each  other  in  the  butt? 

I  recently  attended  the  Canadian  International  Grains  Institute 
Conference.  That  puts  Canadians  and  Americans  together,  sits 
them  down  to  learn  about  each  others*  system.  The  House  and  Sen- 
ate Ag  Committees  were  represented  there.  First  day,  a  lot  of  £ini- 
mosity.  By  the  second  day  we  were  getting  together.  By  the  third 
day,  it  was  good. 

Dina  Butcher,  executive  director  of  North  Dakota  Grain  Growers, 
like  what  was  here  today,  she  wrote  her  presentation  three  times, 
and  it  got  a  little  easier  at  the  table  all  the  time. 

We  met  with  Ag  Minister  Chsirlie  Mayer.  The  first  issue  that 
came  up,  end-user  certificates.  America  pushed  them.  He  stated 
that  if  it's  a  problem,  give  it  up.  He  said,  "We  don't  need  them." 

If  you  asked  that  same  position  to  the  Canadi£in  Wheat  Board 
1,000  times,  they  said,  **You  have  to  have  them."  Charlie  said  no 
problem.    - 

From  an  American  producer's  perspective  on  the  wheat  program, 
probably  seems  like  a  good  deal.  Your  Government  stood  up  and 
protected  the  producers,  took  on  the  Europeans  and  protected  the 
export  markets. 

As  a  Canadian,  that  program  has  totally  devastated  our  indus- 
try. The  U.S.  EEP's  market,  the  reaction  to  it,  more  Canadiein 
farmers  go  broke. 

EEP  in  Mexico  doesn't  do  a  thing  to  the  board.  They're  going  to 
retain  their  market  share,  but  the5r're  going  to  take  it  out  of  our 
pockets.  There's  no  winners  in  this  scenario.  Head-to-head  battles 
with  the  Wheat  Board  just  results  in  more  Canadian  farmers  going 
broke. 

With  the  changes  to  the  European  program,  with  no  other  func- 
tional support  program  in  Saskatchewan,  my  return  for  last  year's 
crop  is  going  to  be  $1.60  U.S.  per  bushel.  How  many  U.S.  producers 
can  survive  on  that?  How  many  will  put  up  with  it?  Please,  don't 
force  it  lower. 

It's  getting  to  be  more  and  more  pressure  and  political  will  to 
make  changes  into  the  board's  poUcies.  The  continental  barley  mar- 
ket and  changing  the  method  of  pajrment  for  the  Crow  benefit  are 
examples  of  that. 

Please  use  poHtical  pressure  and  not  head-to-head  battles  when 
challenging  the  board.  If  there  are  screw-ups,  and  they  say  there 
Eiren't,  get  them  out  in  the  open,  prove  them,  document  it,  take 
them  to  the  Canadian  Grains  Council,  the  Minister's  office  or  one 
oftheMLA's. 

To  be  fgdr,  we  have  to  give  the  board  credit  for  trying  to  do  a  job 
in  a  heavily  subsidized  export  market.  It  can't  be  easy. 

In  closing,  and  I've  overrun,  but,  as  neighbors,  can't  we  sit  down 
in  some  form  of  producer-based  group  £ind  work  out  our  dif- 
ferences? There's  a  lot  of  us  that  aren't  proud  of  some  of  the  actions 
of  the  Canadian  Wheat  Board,  and  I  hope  that  many  of  you  realize 
the  effect  EEP  has  on  industry.  Continuing  actions  based  directly 
at  the  board,  it's  going  to  result  in  total  collapse  of  our  Canadian 
grain  industry.  Who's  the  winner  then? 

I  believe  we  cut  a  much  wider  swath  if  we  link  arms  and  go  in 
arm  and  arm  together  instead  of  fighting  each  other. 
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[The  prepared  statement  of  Mr.  C.  Johnson  appears  at  the  con- 
clusion of  the  hearing.] 

Mr.  Johnson.  Thank  you,  Mr.  Johnson. 

Mr.  Condute,  I'm  going  to  be  more  rigorous  about  our  2-minute 
rule. 

STATEMENT  OF  MR,  CONDUTE,  PRODUCER,  ROSCOE,  MT 

Mr.  Condute.  Thank  you,  Pat,  for  coming  out  here  to  Montana. 
I'm  from  Roscoe,  Montana,  and  they  haul  a  lot  of  wheat  to  Wolf 
Point,  and  lot  of  wheat  coming  out  of  Canada  to  Wolf  Point.  And 
they  blend  that  wheat  right  into  the  American  wheat  right  through 
the  elevator. 

When  that  wheat  goes  into  the  train,  it  goes  right  to  the  ship. 
When  that  wheat  gets  into  that  ship  and  goes  out  over  the  ocean, 
you  could  pretty  much  bet  your  bottom  dollar  that  it  is  EEP  wheat 
and  the  grain  trade  is  getting  payment  from  the  Government  on 
that  wheat. 

Wheat  in  Wolf  Point  last  week,  12  protein  wheat  in  Wolf  Point 
was  $2.36  a  bushel.  Our  farm  program  we  got  right  now  was  put 
in  in  1977  by  the  Chicago  Board  of  Trade.  I  got  a  statement  from 
the  president  of  the  Chicago  Board  of  Trade,  made  that  statement 
he  wanted  this  program,  and  this  program  we  got  was  put  in  by 
the  Chicago  Board  of  Trade. 

One  of  the  things  that  I  think  would  be  good  for  the  Agriculture 
Committee  to  do  is  to  investigate  the  Department  of  Agriculture. 
I  don't  believe  the  Department  of  Agriculture  has  really  been  inves- 
tigated, and  there's  got  to  be  moneys  down  there  that  just  will 
never  quit  because  you  got  about  $60  billion  of  welfare  money  that 
goes  to  all  the  welfare,  to  the  schools,  to  the  forest,  and  all  the 
other  organizations.  And  that  would  be  a  good  place  to  investigate. 

I  believe  that  the  grain  trade  really  runs  the  Department  of  Agri- 
culture and  that's  what  our  problem  is.  I  think  I'm  done. 

Mr.  Johnson.  I  appreciate  your  comments.  And  those  people  like 
to  do  a  lot  of  things  besides  investigate  USDA,  too,  but  we  will  pur- 
sue it. 

Mr.  Condute.  But  that  grain  was  shipped  out  of  Wolf  Point  and 
I  believe  it  was  apparent,  because  they  talked  with  the  guys  who 
run  the  elevator  there,  and  it's  pretty  obvious  what's  happening  in 
Wolf  Point.  Thank  you. 

Mr.  Johnson.  Thank  you. 

Mr.  Keith  Bensen. 

STATEMENT  OF  KEITH  L.  BENSEN,  COMMISSIONER,  BLAINE 

COUNTY,  MT 

Mr.  Bensen.  Thank  you.  One  thing  about  it— I'll  be  under  2  min- 
utes, because  mine  is  short  and  sweet.  I'm  here  to  ask  for  money 
to  repair  the  roads  that  the  Canadian  wheat  has  come  over,  if 
there's  any  way  we  can  get  money  for  the  people  of  Blaine  County. 
Our  roads  were  literally  destroyed  by  the  trucks  hauling  over  them. 
Thank  you. 

Mr.  Johnson.  Those  are  your  county  roads  you're  talking  about? 
All  right.  Good  point.  When  we  take  up  the  overall  level  of  funding 
from  the  Transportation  Act — take  into  consideration  the  impact 
the  trade  has  on  roads,  especially  local  roads. 
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Mr.  Greorge  Paul. 

STATEMENT  OF  GEORGE  V.  PAUL,  EXECUTIVE  DIRECTOR, 
MONTANA  FARMERS  UNION 

Mr.  Paul.  Thank  you,  Mr.  Chairman,  members  of  the  sub- 
committee. 

With  the  2-minute  rule.  111  speak  1  for  every  20  words. 

First,  I  want  to  say  thank  you  very  much  to  Congressmen  Wil- 
liams for  using  your  newly  found  seat  on  the  committee  to  bring 
these  gentleman  to  Montana.  We  appreciate  it  very  much. 

Montana  Farmers  Union  has  been  a  long-time  opponent  of  the 
free-trade  agreements.  Generally,  we  don't  apologize  for  that.  We 
beheve  in  trade,  but  we  don't  believe  in  these  free-trade  agree- 
ments. Very  simply,  referring  to  something  that  Congressman  Wil- 
liams brought  up  a  couple  minutes  ago,  the  agreements  don't  serve 
producers. 

The  men  and  women  that  are  trying  to  make  a  living  out  there 
on  the  lands  are  not  served  one  iota  by  these  free-trade  agree- 
ments. Who  they  do  serve  are  the  multinational  companies,  the 
food  processors,  and  the  grain  merchandisers.  If  I  worked  for  them, 
I  would  certainly  be  a  strong  advocate  for  the  agreements,  because 
they  are  the  winners  in  this.  But  I  don't  represent  them,  so  I  let 
them  speak  for  themselves. 

The  real  problem  and  the  ftnstration  Mr.  Johnson  had  just 
talked  about,  and  many  others  here  is  this,  the  American  farmer, 
the  success  of  profitabihty  of  the  American  farmer  has  never,  in 
our  history,  had  to  rely  upon  Canada,  for  God  sake,  as  a  market 
for  our  product.  Nor  has  the  Canadian  farmer  needed  the  American 
people  to  serve  as  a  marketplace  for  their  products.  And  yet,  when 
we  start  to  complain  about  the  problems  with  all  the  Canadian 
grain  coming  down,  and  as  much  to  our  embarrassment,  our  first 
response  is,  "It's  unfair.  We  got  to  figure  out  how  to  send  our  grain 
up  north." 

We  need  to  slow  down  this  whole  process  and  stop  and  ask  that 
question,  do  we  really  need  to  send  our  product  north  and  do  we 
need  to  waste  time  trying  to  figure  out  how  to  do  it? 

Again,  our  marketplace  has  been  the  world,  not  Canada. 

And  one  quick  remark  about  NAFTA,  and  I  appreciate  your  non- 
NAFTA  coalition  or  caucus.  And  that  is  this,  together,  the  U.S.  pro- 
ducer and  Canadian  producer  certainly  recognize  that  Mexico  could 
be  a  market.  They  don't  produce  down  there.  We're  the  production 
machine,  they're  the  consumption  machine.  There  is  some  potential 
in  Mexico. 

We  see  it  as  a  market  potential.  Those  multinational  companies 
see  it  as  an  opportunity  for  deregulation.  That's  all  the  community 
is  to  them.  They  get  to  go  down  and  circumvent  all  of  the  rules  that 
the  AmericEm  people,  consumers  and  producers  alike,  have  put  in 
place  the  last  two  or  three  decades  in  this  country.  They  get  to  go 
down  to  Mexico  £ind  play,  circumvent  those  rules  and,  again, 
there's  no  reasoning  there  for  the  people  in  this  country.  And  that's 
why  we  think  this  whole  market  gets  a  little  confused  and  ex- 
tremely finistrated. 
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Get  back  to  the  question,  do  we  really  need  Canada  as  a  market 
for  grains?  And  do  they  need  the  United  States  as  a  market  for 
grains?  The  answer  to  that  clearly  is  no  in  both  cases. 

Thank  you  for  your  time  and,  again,  thank  you  for  being  here. 

Mr.  Johnson,  It's  only  in  rural  America  that  you  have  to  fly  to 
Minneapolis  to  go  to  Fargo,  and  that's  what  we  are  up  against 
here,  and  we  need  to  not  miss  this  flight.  But  I  do  want  to  get  in 
two  more  people  whose  names  are  on  there,  Mrs.  Sharon  Norman 
in  a  follow-up  to  her  panel. 

Mrs.  Norman.  I  want  to  submit  a  written  statement  from  Jack 
Greenwood.  I  will  quote  from  a  grain  farmer,  Wolf  Point,  Montana, 
on  January  19,  1993. 

"I  signed  a  contract  with  the  local  General  Mills  with  an  elevator 
to  deliver  10,000  bushels  of  grain.  I  was  allowed  to  haul  some  of 
it  and  was  then  told  I  couldn't  haul  it,  that  they  were  loading  a 
train  of  Canadian  grain.  I  was  then  allowed  to  haul  a  little  more, 
but  was  again  told  to  quit  hauling.  When  it  was  determined  that 
I  had  high  protein  in  my  wheat,  I  was  told  I  could  haul — those  with 
low  protein  would  not  be  allowed  to  haul  until  the  Canadian  grain 
was  loaded.  The  loading  of  Canadian  grain  has  also  created  a 
shortage  of  cars.  Some  local  farmers  wait  3  or  4  weeks,  with  con- 
tracts, and  get  no  badly  needed  operating  money." 

This  man  had  to  borrow  money  to  pay  his  income  tax. 

Thank  you. 

Mr.  Johnson.  Thank  you.  And  one  last  individual  would  be  Mr, 
Art  Arnold. 

STATEMENT  OF  ARTHUR  A.  ARNOLD,  COMMISSIONER, 

RAVALLI  COUNTY,  MT 

Mr.  Arnold.  Thank  you  very  much.  I'm  Art  Arnold,  Ravalli 
County  Commissioner.  I'm  also  a  farmer,  northeast  Glasgow  area. 
I  also  hear  a  lot  of  concerns  of  the  people  about  the  Canadian  grain 
coming  into  the  Wolf  Point  area.  We  have  lost  one  of  our  railroad 
lines  from  the  Skalkaho  to  the  road  lane  area.  We  understand  from 
the  other  day  that  this  is  being  put  up  for  salvage  right  now. 

The  reason  we  lost  this  railroad  line  is  part  of  the  use  of  the  agri- 
cultural program  set-aside  itself  the  number  of  bushels  were  down, 
compUcated  with  the  drought.  Now,  all  of  us  were  being  hit  on  our 
road  system,  with  heavy  trucks,  heavier  trucks  than  are  permitted, 
I  understand,  than  our  local  trucks  can  haul.  And  this  is  also  a 
concern  for  the  county,  "How  are  we  going  to  maintain  these  roads 
with  heavy  grain  traffic?" 

When  grain  comes  out  from  the  CRP,  or  gets  back  into  the  pro- 
duction, the  CRP  acres,  we're  going  to  have  an  awfiil  strain  on  the 
road  system. 

I  have  maybe  one  thing  to  offer.  Beyond  a  free-trade  agreement, 
when  people  try  to  sit  down  and  figure  out  the  trade  against  one 
another,  my  thoughts  are  that  I'd  like  to  see  a  possibility  to  the 
Americans  and  Canadians  sitting  down  together  and  trying  to  fig- 
ure out  how  to  set  a  stable  price  for  our  product.  This  is  what  farm- 
ers are  going  to  have  to  survive  on  and  I  think  it's  good  for  Amer- 
ica, I  thmk  it's  good  for  Canada,  and  I  think  it  would  stabilize  the 
price  of  grain  in  the  world  market. 

And  I  really  want  to  thank  you  for  this  opportunity. 
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Mr.  Johnson.  I  probably  just  want  to  ask  you,  Mr,  Commis- 
sioner, because  I  think  your  circumstances  are  a  little  different  in 
Montana  than  they  are  in  South  Dakota.  We  get  Canadian  prod- 
ucts, but  we  don't  have  it  on  county  roads  particularly.  I  assume 
the  State/Federal  system,  rather  than  the  county  system  handles 
this  traffic.  You  do  wind  up  with  some  heavy  traffic,  apparently, 
each  on  your  county  and  township  roads? 

Mr.  Arnold.  Yes,  we  have  what  is  called  a  secondary  system  in 
the  State  of  Montana.  I  don't  know  how  it  is  in  your  State,  but  we 
do  give  State  and  Federal  maps  on  that  money  to  build  those  roads. 
The  maintenance  of  those  roads  are  left  with  the  county.  They  are 
a  comity  road.  But  we  receive  some  State  funding,  and  most  of  the 
count/s  Edlocations  for  State  moneys  to  meike  the  Federal  match  is 
pretty  limited.  And  ours  alone  is  Uke  5  or  6  years  into  the  future 
used  up. 

Mr.  Johnson.  Thank  you. 

I  want  to  thank  all  of  the  members  of  the  panel,  individuals  who 
took  the  time  to  present  their  testimony  to  us,  and  everyone  who 
attended  today.  I  think  this  testimony  has  been  very  valuable  to 
the  subcommittee.  And  we  will  be  wrestling  with  this  in  context  of 
the  GATT  and  NAFTA  debate.  Given  that  the  end-use  issue  will 
probably  be  taken  up  in  reconciliation,  these  are  all  very  timely 
hearings  and  I  think  matters  of  critical  importance.  I  hope  we're 
going  to  sustain  viable  family  farm  and  ranch  economy  all  across 
the  northern  plains.  But,  really,  all  across  America.  Your  testimony 
is  very  helpful  to  us. 

I  just  want  to  thank  you  for,  apart  from  just  the  hospitality  to 
me,  the  subcommittee,  and  the  staff,  for  sending  Pat  Williams  and 
joining  Ag  because  he's  well-respected  on  both  sides  and  a  highly 
regarded  individual  and  a  great  person  to  work  with.  So  thank  you 
again. 

Mr.  Williams.  Would  the  Chair  yield? 

Mr.  Johnson.  I  would  yield  for  just  a  moment. 

Mr.  Williams.  I  won't  be  so  long  as  to  have  you  miss  the  flight. 

I  want  to  thank  you  and  the  Congressman  Peterson,  and  you 
good  friends,  fine  Members  of  the  House  and  great  friends  of  farm- 
ers. I  do  want  folks  to  know  that  we  had  intended  to  take  a  couple 
hours  to  hear  fi:t)m  all  of  you,  because  we  were  going  to  fly  in  here 
last  night  and  start  this  hearing  about  9:30  a.m. 

They  had  a  tour  arranged  for  these  two  gentlemen,  as  well  as 
lunch  with  some  folks.  We  had  to  cancel  those  two  hearings  and 
start  the  hearing  a  little  later. 

Having  said  t£at,  I  want  you  to  know  why  we  were  late  staying. 
Three  of  us  stayed  late  in  Congress  to  vote  yes  on  cutting  our  own 
congressional  budgets.  You  don't  hear  that  if  I  don't  tell  you.  The 
press  won't  carry  it. 

Tim  Johnson  and  Pat  Williams  have  even  less  money  than  we 
have  now  trying  to  represent  the  whole  State,  just  like  £ill  Members 
are  going  to  have  to  before  this  year  is  out. 

So  that's  where  we  were  last  night  instead  of  out  here  in  Mon- 
tana, voting  to  cut  our  own  budget.  Fifteen  percent  over  2  years, 
by  the  way,  cut.  About  time. 

Thanks. 
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Mr.  Johnson.  All  right.  Thank  you.  And,  with  that,  this  sub- 
committee is  adjourned. 

[Whereupon,  at  1:15  p.m.,  the  subcommittee  was  adjourned,  to 
reconvene,  subject  to  the  call  of  the  Chair.] 

[Material  submitted  for  inclusion  in  the  record  follows:] 
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Prepared  by  Herbert  Karst 

Farmer  from  Northern  Montana 

Director,  Montana  Grain  Growers  Association 

Director,  National  Barley  Growers  Association 


Thank  you  for  this  opportunity  to  share  with  this  committee  a 
few  of  my  thoughts,  my  fears,  and  my  frustrations  with  the  upheaval 
of  what  had  been  a  rather  orderly  grain  marketing  system  in  the 
Northern  U.  S.  I  hope  to  briefly  summarize  how  the  markets  which 
we  had  built  using  long  term  contracts  and  land  retirement  prograxs 
financed  by  U.  S.  farmers  and  taxpayers  have  been  decimated  by  a 
very  poorly  written  trade  agreement. 

I  am  the  third  generation  of  my  family  to  have  managed  a 
dryland  wheat  and  barley  farm  located  one  hundred  and  twenty  miles 
north  of  Great  Falls  and  only  two  miles  south  of  the  Canada-U.  S. 
boundary.  I  have  farmed  for  twenty  four  years  and  presently 
produce  spring  wheat,  malting  barley,  canola,  cattle,  and  hay  on 
4400  acres.  For  the  past  twenty -one  years,  we  have  produced 
malting  barley  under  contract  with  a  major  brewing  company.  This 
continues  to  be  our  principal  crop  and  the  subject  to  which  I  shall 
concentrate  the  major  portion  of  my  testimony  today. 

Canada,  it  seems,  has  found  the  ultimate  loophole  in  U.  S. 
farm  policy.  A  key  provision  of  our  cereal  grain  commodity 
programs  was  the  use  of  the  Export  Enhancement  Program  <EEP)  to 
allow  U.  S.  grain  exporters  to  continue  to  move  grain  into  the 
highly  competitive  export  market  at  world  prices,  while  still 
allowing  domestic  prices  for  these  grains  to  hover  somewhat  higher. 
Stable  U.  S.  production  was  the  goal.  Balancing  supplies 
encouraged  by  these  higher  prices  with  acreage  restrictions  and  a 
land  reserve  program  became  a  function  of  the  Secretary  of 
Agriculture.  But  encouraged  by  the  one-sided  terms  of  the  Canadian 
Free  Trade  Agreement (CFTA )  and  angered  by  our  use  of  EEP,  Canada 
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soon  realized  that  instead  of  competing  with  the  U.  S.  in  the 
export  market,  it  now  had  an  opportunity  to  simply  dump  excess 
supplies  of  grain  on  the  U.  S.  market  and  let  us  worry  about 
finding  a  home  for  it. 

How  much  grain  has  been  imported?  The  United  States 
Department  of  Agriculture  (USDA)  says  that  feed  barley  imports  from 
Canada  have  climbed  from  591,000  bushels  in  1990  to  7.1  million 
bushels  in  Just  the  first  nine  months  of  1992.  When  all  forms  of 
barley  are  considered,  that  is  feed,  malting^\inalted,  pearled,  and 
brewed,  this  figure  climbs  to  21.6  million  bushel^  during  these 
same  nins  months. 

A  Canadian  newsletter  estimates  that  the  U.  S.  will  import  130 
million  bushels  of  wheat,  barley  and  oats  during  the  1992-1993 
marketing  year.  This  would  be  the  equivalent  of  633  unit  trains  of 
grain  or  a  grain  train  stretching  the  entire  380  mile  width  of 
Montana's  grain  producing  area  from  Cut  Bank  to  Culbertson.  This 
amount  is  also  equal  to  the  amount  of  wheat  produced  in  Montana 
during  the  past  year.  265,  000  bushels  entered  Toole  County,  where 
I  live,  during  the  month  of  January. 

Much  of  this  grain  was  frost  and/or  sprout  damaged  wheat, 
caused  by  the  August  snowstorm  which  hit  Southern  Alberta.  Canada, 
proud  of  its  reputation  for  selling  high  quality  wheat,  had  graded 
it  as  feed  wheat.  Once  in  the  U.  S.  ,  though,  all  but  the  most 
severely  damaged  was  then  either  re-graded  as  milling  quality  by 
our  more  lenient  standards  or  was  mixed  with  better  quality  U.  S. 
vheat  to  meet  our  milling  grades.  It  then  was  either  moved  to  our 
flour  mills  or  was  exported  to  Japan.   One  can  only  hope  that  It 
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wasn't  sold  with  EEP  credits,  but  the  temptation  to  do  so  must  have 
been  strong  considering  the  profits  to  be  made  from  doing  so. 
Either  way  it  displaced  U.  S.  commodities  which  then  may  have  been 
sold  only  by  using  the  Export  Enhancement  Program.  These  millions 
of  bushels  flooded  U.  S.  markets,  lowering  prictjs  and  resulting  in 
Increased  levels  of  deficiency  payments  and  great  expenditures  for 
EEP. 

Another  effect  of  this  flood  of  damaged  wheat  was  a  lowering 
of  the  quality  of  the  wheat  exported  from  this  country  and  a 
raising  of  the  quality  of  the  wheat  exported  from  Canada.  All  the 
while  American  producers  were  denied  access  to  a  strong  market  for 
quality  wheat  in  Canada  due  to  their  system  of  pricing,  their 
varietal  licensing  and  their  Import  restrictions. 

The  effect  on  barley  prices  and  our  traditional  marketing 
system  has  been  even  more  dramatic.  As  stated  previously.  We, 
along  with  most  barley  producers  in  this  area,  have  participated  in 
a  long  term  contacting  relationship  with  various  brewing  and 
malting  companies.  Prices  were  stable  and  determined  partially  by 
using  cost  of  production  figures.  A  sense  of  co-operation  between 
producer  and  buyer  came  from  the  fact  that  both  could  factor 
consistent  prices  into  their  cashflow  projections.  All  that 
changed,  however,  when  the  politics  of  international  trade  wars, 
farm  programs  and  their  ramifications  such  as  the  5*/.  malt  barley 
assessment,  and  Canada's  completely  different  malt  barley  marketing 
system  were  dropped  on  us.  One  major  brewing  company  has  dropped 
all  of  it  contracts  for  the  production  of  dryland  malting  barley  in 
the  U.  S.  ,  but  is  instead  contracting  with  Canadian  producers  whose 
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subsidized  rail  rates  allow  them  to  move  barley  from  Southern 
Alberta  to  the  Great  Lakes  for  much  less  cost  than  doing  so  on  an 
American  rail  line.  Yet,  almost  inconceivably,  the  CFTA  views  this 
rail  subsidy  as  having  no  effect  on  bilateral  trade. 

Due  to  this  decline  in  the  demand  for  U.  S.  malting  barley, 
farmers  in  Toole  County  were  this  winter  storing  500,  000  bushels  of 
barley  which  had  been  produced  in  excess  of  their  barley  contract. 
Unable  to  even  receive  a  bid  on  it  for  malting  purposes,  they  were 
forced  to  sell  it  as  feed  barley  at  a  loss  of  about  S750, 000. 

I,  too,  had  50,000  bushels  of  this  excess  malting  barley. 
Seeing  articles  about  the  shortage  of  quality  malting  barley  in 
Canada,  I  had  my  barley  samples  tested  by  the  Alberta  Wheat  Pool. 
Although  the  quality  was  excellent,  we  were  denied  an  import 
license  to  sell  barley  into  the  Canadian  market. 

I  hope  that  you  can  visualize  the  resulting  anger  felt  by 
these  Toole  County  barley  producers  as  they  begin  to  haul  this 
quality  product  the  forty  miles  to  sell  it  for  cattle  feed  at 
depressed  prices  and  all  the  while  quite  literally  being  run  off 
the  freeway  by  convoys  of  trucks  from  Canada.  The  elevators 
struggled  to  find  room  for  all  of  the  imported  grain  and  grain 
trains  were  weeks  behind  schedule.  Prices  for  feed  barley 
continued  their  downward  spiral,  from  S2.  10  last  year  to  $2.00  this 
past  fall  to  their  current  level  of  51.77  per  bushel.  To  add  to 
our  frustrations,  these  Canadian  trucks,  because  of  a  over-weight 
exemption  on  the  first  35  miles  of  Interstate  15,  could  legally 
haul  loads  far  heavier  that  what  our  trucks  could  legally  haul. 

We  felt  betrayed  by  the  grain  buyers  who  we  used  to  view  as 
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partners  and  friends.  Even  our  farmer  owned  co-operative  elevator 
began  to  buy  Canadian  grain  in  order  tc  compete  for  bushels  with 
their  corporate  counterparts.  We  resented  the  government  who  lured 
us  into  Conservation  Reserve  Program  Contracts  and  Acreage 
Reduction  Program  Requirements;  who  saddled  us  with  swampbuster  and 
sodbuster  requirements,  and  insisted  that  we  change  our  proven  and 
economical  methods  of  tillage  in  order  to  preserve  this  nation's 
blessed  soil  resources  all  for  the  promise  of  some  support  of  our 
domestic  grain  prices  from  the  cutthroat  tactics  that  been 
previously  only  been  used  in  the  world  narket. 

U.  S.  producers  face  an  additional  inequity  as  they  attempt  to 
move  to  alternative  crops  such  as  canola.  Because  of  the 
exorbitant  cost  of  registering  farm  cherricals  in  the  U.  S.  ,  we  are 
prohibited  from  using  such  chemicals  as  Far-go  for  wild  oats 
control  even  though  the  same  chemical  -s  legal  in  Canada.  That 
Canadian  canola  is  then  imported  :.nto  the  U.  S.  without 
restrictions. 

What  saddens  me  most  is  the  fact  that  U.  S.  grain  buyers  and 
the  Canadian  Wheat  Board  seem  determined  to  fight  this  trade  war  on 
the  fertile  fields  of  the  northern  U.  S.  and  southern  Canada,  and 
the  casualties  are  Just  as  much  my  Canadian  farmer  friends  as  those 
of  us  south  of  the  border.  They  need  stability  in  their  market 
Just  as  much  as  we  do. 

Are  the  consumers  benefiting  from  this  Increased  competition 
and  lowering  of  farm  prices?  We  all  know  that  the  price  of  wheat 
means  almost  nothing  when  It  comes  to  pricing  bread.  Or  even 
though  there  is  less  than  five  cents  worth  of  oats  in  a  box  of 
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Cheerlos,  that  same  cereal  has  a  retail  value  greater  than  that  of 
T-bone  steak  per  pound.  But  what  about  my  specialty,  malting 
barley? 

This  price  war  may  reduce  the  price  of  malting  barley  by  about 
$1.50  per  cwt.  Since  it  takes  about  two  thirds  of  a  pound  of 
barley  to  make  a  gallon  of  beer,  the  price  of  beer  could  be  lowered 
by  about  one  cent  per  gallon.  If  the  average  American  drinks  15 
gallons  of  beer  per  year,  we  may  have  lost  an  entire  industry  to 
save  him  15  cents  per  year. 

Now  the  Northern  Free  Trade  Agreement  (NAFTA)  is  before 
Congress  for  ratification.  The  portion  dealing  with  barley  says 
that  the  U.  S.  will  have  reduced  tariffs  on  120,000  metric  tons  of 
barley  imports  into  Mexico  while  Canada  will  have  reduced  tariffs 
on  30,000  metric  tons.  What  isn't  generally  known,  however,  is 
that  the  American  barley  quota  could  be  filled  with  barley  which 
was  grown  in  Canada  but  shipped  from  a  source  in  this  country.  I 
don't  think  we  should  be  so  gullible  in  giving  away  our  markets  a 
second  time!  Furthermore,  how  can  we,  as  individuals,  ever  expect 
to  effectively  compete  in  out  local  markets  with  the  CAB  when  even 
our  largest  grain  companies  seem  to  be  losing  the  market  share  war 
on  the  export  scene  even  with  the  help  of  EEP. 

A  new  twist  developed  last  Wednesday  with  the  announcement 
that  Canadian  producers  will  be  allowed  to  market  or  contract  their 
barley  directly  into  the  U.  S.  In  return,  we  were,  at  last, 
granted  access  to  the  Canadian  barley  market.  My  concern,  though 
is  that  their  two  tier  pricing  system  will  leave  American  producers 
selling   into  Canada   for   their   initial   price   only.     Canadian 


46 


producers  would  not  be  subjected  to  the  5*/.  malt  barley  assessment 
meaning  that  U.  S.  barley  would  tend  to  move  to  the  feed  markets 
while  Canadian  barley  would  have  a  decided  price  advantage  in  the 
malting  market.  Canadian  farmers  will  never  face  acreage 
restrictions  or  the  conservation  compliance  restrictions  which 
raise  our  cost  of  production.   All  xs    not  equal. 

Until  Canada  is  willing  to  play  a  role  in  supply  management 
and  unless  the  Bilateral  Trade  Commission  will  recognize  all 
subsidies,  including  rail  and  price  insurance,  and  until  our 
environment  legislation  applies  to  imports  as  equally  as  it  does  to 
domestic  production,  then  I  cannot  help  but  feel  the  Montana  farmer 
is  been  sacrificed  on  the  altar  of  a  trade  agreement  that  was 
neither  free  nor  fair.  Changes  must  be  made,  or  the  American 
farmer  and  taxpayer  will  bear  an  excruciating  cost  in  the 
agricultural  area  for  a  trade  agreement  that  may  be  equitable  to 
other  industries.  I  urge  Congress  to  push  for  adjustments  in  the 
CFTA  that  looks  at  these  inequities.  I  urge  caution  and  a  look  at 
recent  history  before  ratifying  NAFTA.  Most  of  all,  I  think  that 
before  we  have  a  continental  grain  market,  the  U.  S.  and  Canada 
have  to  adopt  farm  policies  that  are  complimentary  and  not 
predatory.  My  Canadian  friends  and  I  have  the  same  problems  and 
needs;  there  is  no  need  for  us  to  like  the  Christians  and  the  lions 
in  the  Roman  Coliseum. 
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UNIFARM 


EDMONTON,  ALBERTA,  CANADA 
ROY  JENSEN  -  PRESIDENT 

TESTIMONY  GIVEN  BEFORE  THE 

U.S.  HOUSE  OF  REPRESENTATIVES 
COMMITTEE  ON  AGRICULTURE 

SUBCOMMITTEE  ON  GENERAL  FARM  COMMODITIES 

I  am  pleased  to  have  this  opportunity  to  appear  before  this 
subcommittee.  It  is  my  sincere  hope  that  what  I  have  to  say  will  help  put 
into  clear  perspective  some  of  the  issues  referred  to  in  your  invitation. 

I  believe  that  a  vast  majority  of  Canadian  agricultural  producers 
support  the  principle  of  free  trade,  as  do  the  members  of  our  organization. 
However,  from  time  to  time  we  must  be  concerned  about  the 
interpretation  and  application  of  some  of  the  articles  of  the  agreement. 

For  example.  In  September  of  1 992  we  were  compelled  to  voice  our 
objection  to  a  new  $1  billion  initiative  under  the  U.S.  Export  Enhancement 
Program.  In  our  view,  the  program  itself  and  particularly  the  initiative 
referred  to  clearly  disregarded  the  intent  of  Article  701  (4)  of  the  Canada- 
U.S.  Trade  Agreement. 

You  will  be  aware  that  Article  701  (4)  says  that  each  Party  to  the 
agreement  "shall  take  into  account  the  export  interests  of  the  other  Party 
in  the  use  of  any  export  subsidy  on  any  agricultural  goods  exported  to 
third  countries,   recognizing  that  such  subsidies   may  have  prejudicial 
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effects  on  the  export  interests  of  the  other  Party." 

We  drew  little  comfort  f/Jnm  assurances  that  the  Program,  and  the 
new  initiative  --  which  offered  subsidized  exports  to  countries  not  so 
favoured  in  the  past  --  were  aimed  at  the  European  Community.  The 
effect  would  have  been  no  different  had  it  been  aimed  directly  at 
Canadian  producers. 

With  regard  to  trade  between  our  two  countries  we  are  aware  that 
producers  and  others  in  the  United  States  have  objected  to  exports  of 
Canadian  Wheat  into  that  country.  It  is  said,  for  example,  that  the 
Canadian  Wheat  Board  is  competing  unfairly  with  U.S.  producers  because 
it  pays  transportation  costs  on  wheat  moving  into  the  United  States.  That 
may  be  technically  true  because,  as  the  agency  charged  with  the 
responsibility  of  marketing  certain  volumes  of  grain,  it  becomes  the 
shipper.  But  please  understand  that  shipping  costs  are  actually  borne  by 
the  grain  producers  since  those  costs  are  deducted  from  payments 
received. 

We  want  to  assure  you  that  the  Canadian  Wheat  Board,  a  highly 
respected  agency  world-wide,  is  simply  doing  a  specific  job  for  producers 
of  the  products  under  its  jurisdiction.  It  seeks  out  markets  for  products 
and  tries  to  obtain  the  best  possible  prices,  which  are  then  pooled  (Table 
1 ).  Pooling  means  all  producers  receive  the  same  price,  less  their  share  of 
the  transportation  costs,  dependent  on  their  distance  from  the  export 
point.  The  costs  associated  with  doing  that  job  are  deducted  from  the 
pool  account  and  the  balance  is  then  paid  to  producers  (Table  2). 

Some  concern  has  also  been  expressed  about  the  effect  the 
Western  Grain  Transportation  Act  may  have  on  prices  of  grain  exported 
from  Canada  to  the  U.S.  Certainly  its  encouragement  of  off-shore  exports 
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will  help  shore  up  our  prices  to  some  extent,  but  not  nearly  as  much  as 
your  Export  Enhancement  Program  supports  prices  in  the  United  States. 

In  fact,  if  there  were  no  Western  Grain  Transportation  Act  to  cover 
part  of  the  cost  of  moving  grain  to  tidewater  there  would  be  greater 
pressure  to  sell  Canadian  grain  into  the  U.S.  at  even  lower  prices. 
{Average  farm  gate  price  for  #2  wheat  in  the  1991-92  crop  year  was 
J2.89  CDN,  for  #1  feed  barley  it  was  $1.72CDN  (Table  3) 

Furthermore,  it  must  be  understood  that  it  is  most  unlikely  that  the 
Westem  Grain  Transportation  Act  would  play  a  more  direct  role  in  exports 
of  Canadian  grain  to  the  United  States.  The  freight  subsidy  being  paid 
under  the  Act  is  paid  only  on  grain  being  moved  to  terminal  positions  at 
Thunder  Bay  and  the  West  Coast. 

One  other  concern  we  have  heard  expressed  has  to  do  with  the 
possibility  of  Canadian  grain  flowing  into  the  United  States  and  mixing 
with  the  grain  being  exported  off-shore  from  the  U.S.  We  note  that  you 
are  examining  the  possibility  of  employing  end-user  certificates,  as  we  do 
in  Canada,  to  offset  that  concern. 

In  closing,  I  want  to  give  you  a  thumbnail  sketch  of  Unifarm's 
philosophy  on  trading  arrangements. 

Trading  arrangements  must  benefit  all  parties  agreeing  to  such 
arrangements.  To  achieve  that  agreements  must  be  negotiated  in  good 
faith  and  with  a  sense  of  fair  play.  They  must  be  interpreted  and  applied 
with  those  characteristics  foremost.  To  achieve  that  there  must  be  clear 
understanding  of  practices  and  systems  employed  by  our  trading  partners. 
This  event  is,  in  my  view,  a  step  in  that  direction. 

June  11,  1993 

(Attachments  follow:) 
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TABLE      I 


RanJcinq    of    Returns    from   Offshore    and   U.S.    Marlceta    /I 


V«lu«  of  Shlpmant*  to  JAPAN 

FOB  Vancouver  Value  (US  VMT) 
CdnAJS  Exchange 

FOB  Vancouver  Value  (Cdn  S/MT) 

less  rait  and  terminal  cos6  (Cdn  S/MT)  /  2 

Track  Altera  Value  (Cdn  S/MT) 
Value  of  Shipmanta  to  SAUDI  ARABIA 
FOB  UK  Value  (US  VMT) 
less  »ansporaton  dHTerenbal  (US  WTT)  /  3 

FOB  Vancouver  Value  (US  S/MT) 
CdnOJS  Exchange 

FOB  Vancouver  Value  (Cdn  VMT) 

leas  rail  and  tarminal  cosB  (Cdn  $/MT)  /  2 

Track  Alberta  Value  (Cdn  WT) 

V«lu«  of  Shlpmanti  to  SHELBY.  MONTANA 

Spot  Pries  (US  VMT) 

less  U.S.  duty.  imck.  and  marltsiing  costs  /  4 

Track  Altera  Value  (US  VMT) 
CdrVUS  Exchange 

Track  AlberB  V^ue  (Cdn  VMT) 

Valu.  of  ShlpmaiTt.  to  YAKIMA  VALLEY 

YaHma  Spot  Price  (US  VMT) 

lass  U.S.  duty,  rail  and  marketing  coots  /  4 

Track  Alberta  Value  (US  VMT) 
CdnAJS  Exctkange 

Track  Alberta  Vidua  (Cdn  VMT) 

Vilu«  of  Shipment,  to  CALIFORNIA  (TULARE^ 

Tulare  Spot  Pnos  (US  VMT) 

lass  U.S.  duty,  rail  and  marketing  costs  /  4 

Track  Alberta  Vakia  (US  VMT) 
CdrWIS  Exchange 

Track  Alberta  V^ua  (Cdn  VMT) 


Lata  M«reh.  1882 

$121.00 
1  190 

$143.99 
$19.69 

t\24M 

S86.00 
«3Q0 

$93.00 

1  190 

$110.67 
$19.69 

$91.86 

$17  07 

$74.79 
1  190 


$114.64 

$74.88 
1  IflO 

$136.69 

$65  34 

$71.35 
1  190 

184J1 


Early  Daeambar  iQgg 

$113.91 
1  ?70 

$144.67 
$21.06 

$123.61 

$1o^oo 

$3  00 

$99.00 
1270 

$125.73 
$21.06 

M04.67 

$84.97 

$1722 

$67.75 
1  270 

$110.20 

$70.60 
1270 


$130.05 

$64.64 

1  270 


1/  Thau  w*  oampim  Irom  tpatailc  darn.    Raiuns  trdm  vanou*  markm  vary  from  day  lo  dtay  m  rasponi*  B  a\Mngtng  marKat 

lunoimantai*  (a.g.  aicatt  supply  By  ragion  and  grain  m  ina^U.S..  and  axcaat  tupply  01  onar  axpcnars).  IniamaOonal  axpcn  lubaldy 
lavait.  vanadoni  In  ocaan  Iraigni  ditlaranoaii.  and  ral  lraign\ootu  ol  Iniamal  U.S.  tr^lpinann. 

1/  Inciuaa*  ral  Iraigni  in  addlilcn  B  tarmnal  daaning  and  looou^coaa. 

y  Ocaan  traignt  tram  Vancouvar  B  Seudi  Arabia  It  appreumaIat^  US  SS.OOrMT  rughar  man  ocaan  Iraigni  Irom  ma  U.K.  u  Soul 

A/aCM. 

4/  indudat  rail  cosis  and  acaadliad  axponar  marglr\. 
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TABLE      2 
ESTIHATED  COSTS  OF  HOVIIIG  MHEAT  FRON  A  HID-PXAIRIE  POINT  TO  EXPORT  POSITION 


COSTS 


1982/83  1985/81  1°8V85  198S/86  19?6/87  1987/88  198^/89  19S9/90  1990/91  im/lf 

DOLLARS  P8)  TONTC 


Primwt  Euevatw 
ElevatiohI 

RETDV/t.  OF  DOOUGE 
St«INU>£E 

Cmryins  Charges^ 


6-18 

6.27 

6.10 

6.09 

6.27 

6-27 

6.98 

7.26 

7.91 

8.26 

1.06 

l-U 

1.13 

1.67 

1.67 

1.67 

1.81 

2-05 

2.30 

2.11 

.18 

■  48 

.17 

.10 

.32 

.31 

.19 

.13 

•  11 

.10 

1.39 

1.36 

6.25 

1.05 

2.19 

2-30 

3.12 

1.95 

3-29 

3.28 

Railwy  Freight 


5.07 


5-61 


1.08 


6-30 


6-27 


6-65 


7.61 


9.15       10-70       U.07 


Rmoceting 
iHTEREsr,  B«Mt  I  OncR  Charges' 
Cahapiah  *eat  BoARn  Adbinistrative  Costs* 

Texmnal  Position 
Storage^ 
FopsiNG  Chmss: 

-  VIA  St.  Laioence  Ports' 

-  VIA  Pacific  SeasoaroS 

Lake  TRAHStMiTATioiB 


32 

-87 

1.76 

2-33 

.78 

(.20) 

(Ml) 

.13 

1-58 

1.07 

78 

-86 

1.31 

.97 

.86 

1.21 

Ml 

1-26 

1.06 

.72 

■89 


■  92 


1.99 


1-37 


-P3 


1-00 


l-U 


1-52 


.71 


.65 


1.67 

1-90 

5.01 

5.21 

5.21 

5.21 

5.51 

5.71 

6-59 

6.58 

1.71 

1-98 

5-08 

5.25 

5.25 

5.25 

5.60 

5.97 

6.11 

6.57 

16.90   17.51   18.32   19.77   17.55   17.78   17-91   16.60   V-iQ       15.02 


Transfer  Position 
Storage 
FoBPiNG  Charges' 

TOTAL 

-  VIA  St.  Lawekx  Ports 

-  VIA  Pacific  Seaboard 


■69 

■58 

1-03 

M5 

.99 

M9 

1^87 

^51 

■  91 

1.83 

1.17 

1-56 

1^60 

2-10 

2-27 

2-15 

2^01 

2-07 

2.18 

2.Z5 

12.90 

^■86 

53^38 

52.01 

IS^SI 

15^63 

^■78 

52.91 

51.62 

56.22 

23-91 

25.19 

32^50 

28.11 

21.72 

21^50 

27^05 

33.02 

31.13 

51.13 

1  Filed  tariff  pck  receiving,  elevating  and  loading. 

2  Operating  cdsts  as  (sported  in  the  Ca/iadian  I*cat  Board  Awual  Report  were  divided  w  the  total  Tcures 

SOLD  rURIKG  T>C   RESPECTIVE  POCL  PERIOD.      1991/92  FIGURES  ARE   ESTIWTED. 

5    iNCLUreS    tKTEREST.    MNK  AND  OTWR    CHARGES  AHO  CaNATIAH   >tCAT   BOARD  Ami N I STRAT I VE    COSTS. 

*•  TwMOl   Ray  fobbing  WICH    INCLUTES  elevation.   OUTHARO  WIGHIHG  and  inspection,  terminal  ELEVATOR 
RECEIPT  cancellation,   Lake   SHIPPERS'   OHARCCS.   SUPERINTENDENCE  AND  FORMARDING  ERCKERAGE  0«P.GES. 

5    IKLUTES  ELEVATION,    OUTVARD  SIGHING  AND   INSPECTlOf,   TERMINAL  ELFVATOR    RECEIPT  CANCELLATICN,    B.C. 

Shippers'  omrges,  super iNTENrENCE ,  mwrfaee  wd  fornarding  ERocstAGE  charges. 

^    iNCLlfCS  LAKE  FREIGHT.    LAKE   FRCKERAGE.   CARGO   RATES.    INSURANCE,   ST.    LAMENCE   SEAHAT  AND  KLLANC  CANAL 
TOLLS  AND  irMIRD  ELEVATION   INTO  TRANSFER  ELEVATCS. 

'  IwxuEEs  anxARn  elevation,  outv<ard  inspection  and  teiixiNG,  supb)intendence,  hwrfage  and  fcrharcing 

EMKERAGE  OIARGES. 


Source:    Canadian  Craih  Ccmissoi. 
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TABLE   3 
WEIGHTED  AVERAGE  PRICES  RECEIVED  BY  FARMERS  FOR  ROH-BOARD  GRAINS.   KSTERH  CANAOAl 


CROP  YEAR 


19R1/R2 
1382/83 
19Ji?/8H 
1981/85 
1985/86 
198(1/87 
1987/88 
1988/89 
1989/90 
1990/91 
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ntKh 

April 
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..  '") 


Slmwiy 
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FEED 

OATS 

FEED 
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Nam. 

Sa3(. 

AlTA. 
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tANATjA 

Pan. 

Sask. 

Alta. 

*STEBN 

Cajiada 

HA,-. 

$A5I<- 

Alta. 

rtSTEBN 
C/VhAiA 

□Hi: — 

rou-ARS 

rSl   TONM 

IXXUWS 

PB>  Tont 

DOLLAK 

PB!  TOM 

116 

115 

118 

117 
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ine 

103 

101 

no 

109 

108 

108 

130 
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128 

126 

EO 

75 

75 

76 

81 

82 

81 

83 

119 

113 

IW 

115 

109 

102 

101 

102 

HI 

101 

106 

107 

119 

153 

112 

115 

108 

101 

107 

107 

U8 

117 

121 

119 

112 

101 

113 

HI     . 

89 

88 

95 

93 

92 

88 

96 

91 

80 

71 

71 

75 

68 

63 

67 

67 

70 

65 

66 

60 

9J 

91 

83 

88 

90 

90 

87 

88 

66 

65 

61 

61 

152 

133 
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D7 

110 
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107 

108 

109 

128 

112 

116 
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87 

88 

81 

82 

91 

90 

93 

93 

S8 

97 

107 

102 

67 

66 

67 

W 

79 

75 

82 

81 

82 


^.^1     z.^5 


/.io    i.l-i 


81 

81 

90 

86 

67 

66 

68 

67 

68 

66 

70 

69 

71 

70 

73 

73 

69 

65 

68 

67 

66 

60 

63 

63 

73 

72 

75 

73 

72 

70 

72 

72 

68 

62 

65 

61 

75 

73 

75 

75 

76 

75 

76 

76 

65 

63 

68 

68 

78 

71 

79 

78 

78 

78 

79 

79 

71 

65 

71 

7C 

81 

80 

82 

82 

83 

81 

83 

83 

71 

67 

71 

71 

90 

sn 

86 

89 

99 

98 

95 

96 

77 

70 

72 

73 

9S 

88 

88 

91 

101 

100 

98 

98 

77 

69 

73 

73 

93 

83 

89 

89 

93 

91 

91 

93 

7? 

70 

75 

75 

96 

83 

90 

92 

96 

95 

91 

91 

78 

72 

78 

78 

92 

82 

86 

88 

96 

96 

95 

96 

77 

73 

79 

78 

85 

81 

88 

87 

88 

90 

88 

89 

71 

71 

76 

75 

78 


81 


81 


85 


85 


85 


85 


73 


67 


72 


72 


1  PRICES  APE  CALCULATED  FROM  RECORDS   SUBMITTED  BY  PRI«RY.  PROCESS  WP  INLAND  TERMINAL  ELEVATCSS, 
GRAIN  DEALERS.  FEED  MILLS  AND  FEED  LOTS- 


SouRCE:    Canadian  Grain  Comissiw- 


(a)      Feed   Wheat   =36.7   bus/tonne 

Feed   Barley   =      41.75   bus/conne 


168 
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ALBERTA  AND  PORTLAND  BARLEY  PRICES  & 

CW.a  PAYUENTS  FOR  N0.1  FEED  BARLEY 
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PORTLAND  #2  FEED    ^Iiil!!n=I-i«         CWB  TOTAL  PAVMEMTS  -  VAN/TJAY    CWB  WmAL+ADJUST.  -  VAN/T.BAY 


U.S.  N0.2  FEED  AND  LETHBRIDGE  BARLEY  PRICES 
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RECENT  U.S.  SUBSIDIZATION  OF  DURUM  EXPORTS  (EEP) 
1993  $/Tonne 


March  29  -  April  2 
April  5  -  9 
April  12-16 
April  19-23 
April  26  -  30 
May  17-21 


31.35 
34.87 
34.28 
31.97 
32.98 
32.36 


Figure  2        U.S.  Expoft  Enhancement  Program  (EEP) 

Bonus  Levels  for  Barley 

us  $/Tonne 
50- 

40- 


30- 


20- 


10- 


85/86 
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87/88 
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89/90 


91/92 
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CANADIAN  PRODUCTION  AND  EXPORTS  OF  DURUM  WHEAT 


Production 

Total 

Exports 

U.S.  Exports 

Exports 

toU.S 

Percent  of 
Total 

'000  Tonnes 

1992-93 

3,138 

2.300(f) 

N/A 

N/A 

1991-92 

4.586  • 

3,090 

416 

13.4 

1990-91 

4,197 

3.232 

370 

11.4 

1989-90 

4,140 

2.838 

218 

7.7 

1988-89 

1.908 

2,003 

186 

9.2 

1987-88 

4.014 

2,754 

203 

7.4 

1986-87 

3,878 

1,957 

61 

3.1 

1985-86 

1,960 

1,385 

0 

0 

*  Record  high  due 

to  good  yield 

CANADIAN  PRODUCTION  &  EXPORT  OF  BARLEY 
'000  Tonne 


Crop  Year 


Production 


Exports 


Export  to 
U.S. 


U.S. 


Total 


1992-93 

10,919 

N/A 

N/A 

N/A 

1991-92 

11,617 

3,659 

452 

12.3 

1990-91 

13,441 

4,823 

389 

8.0 

1989-90 

11,784 

4.497 

214 

4.8 

1988-89 

10,326 

2.840 

213 

7.5 

1987-88 

13,916 

4.594 

278 

6.0 

1986-87 

14,568 

6,719 

118 

1.8 

1985-86 

12,387 

3,795 

96 

2.5 
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Sharon  Norman 

P  0  Box  381 

Malta---  >fr.  59538-0381 

406-654-1702 

Montana  WIFE  Grain  Chairman 

Montana  Women  Involved  in  Farm  Economics,  WIFE  offers  the  follovang  testimony. 
WIFE  encourages  the  United  States  grain  standards  be  set  to  equal  or  sirprass 
the  standards  of  our  worldwide  competitors.  "We  support  the  pricing,  of  grain 
according  to  quality  when  sold  by  the  fro'ducers  at  the  first  marketing  point. 
Along  this  line,  WIFE  urges  the  Iftiited  States  Department  of  Agriculture  to 
develop  a  24  hour  reporting  system  for  all  imported  grains  which  includes 
class,  quality,  price,  and  destination.  These  statistics  should  be  published 
weekly.  Montana  WIFE  recommends  that  the  U  S  use  a  food  grade  dye  to  track 
any  foreign  grains  coming  into  the  U  S. 

We  challenge  the  USDA  to  strengthen  the  inspection  of  all  commerically  stored 
grains  because  WIFE  believes  all  imported  grains  should  comply  with  all  USDA 
specifications.  However,  we  urge  that  as  long- as.  the^ Commodity- Credit- Corp- 
oration has  a  commodity  in  storage,  that  commodity  should  not  be  imported. 

While  WIPE  believes  in  fair  (notice  the  'fait 'instead  of  'free')  world-wide 
export-import  regulations,  we  oppose  the  North  American  Free  Trade  Agreement 
in  its  present  form.  We  feel  it  provides  no  significant  improvement  on  U  S 
access  to  Mexican  markets  and  no  e^ridence  can  be  seen  regarding  price  trans- 
parency with  all  American  agriculture  products  having  been  incorporated  into 
the  text. 

We  don't  want  to  see  Congress  ratify  any  trade  agreements  that  would  1)  limit 
the  authority  of  the  U  S  Congress  to  legislate  programs,  2)  be  detrimental  to 
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producer  income,  or  3)  adversely  affect  the  Gross  National  Product.  WIFE  feels 
NAFTA  leaves  the  producer  exposed  on  all  three  of  the  above. 

To  correct  this,  we  have  urged  Congress  to  use  specific  language  in  writing  ,■:.■:• 
agricultural  legislation  to  avoid  misinterpretations,  and  the  USDA  to  also 
be  specific  in  writing  regulations  so  that  the  TRUE  INTENT  OF  TOE  LAW  will 
be  in5)linented  and  cannot  be  changed  or  misinterpreted. 

WIFE  supports  and  endorses  the  implementation'of .end-use  certificates  "€o 
track  foreign  grains  coming  in  to  the  U  S  and  as  I  mentioned  before,  use 
of  a  food  grade  dye  to  color  the  grain  for  further  tracking  as  Canada  does. 

On  durum  wheat,  our  National  WIFE  President,  Joyce  Spicher,  was  asked  late  in 
1992  by  Senators  Patrick  Leahy  and  Richard  Lugar,  to  present  testimony  on 
trade  issues.  She  offered  this  testimony:  "Rules  of  origin  should  be  strength- 
ened and  enforced  for  ALL  coitmodities,  not  just  a  select  few.  The  American 
durum  wheat  market  has  been  destroyed  by  imports  following  the  Canadian/US 
Agreement.  No  segment  of  American  agriculture  should  be  singled  out  and 
sacrificed  for  an  agreement." 

Our  transportation  policy  urges  that  the  producer  have  access  to  unit  trains 
at  peak  times  as  well  as  off  times.  This  past  winter,  unit  trains  were  a 
CCTtmon  sight  at  elevators  fron  Minnesota  to  Washington;  however,  many  US 
producers  were  unable  to  ship  their  grain  as  the  cars  were  being  loaded  with 
foreign  grain. 

It  is  interesting  to  note  that,  the  Maine  potato  producers  are  having  problems 
with  Canadian  'potato  dumping".  The  Maine  Senators,  George  Mitchell  and  William 
Cohen  contacted  Mike  Espy  and  said  the  volume  of  Canadian  potatoes  exported 
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to  the  U  S  through  Maine  as  of  April  1  was  nanning  129  percent  ahead  of  1992. 
They  urged  a  temporary  duty  be  placed  on  imported  Canadian  potatoes  at  about 
35  cEnts  per  100  pounds  of  Canadian  potaotes.  Since  the  potato  industry  re- 
presents roughly  25  percent  of  the  econonQ'  of  Northern  Maine,  the  $55  million  lost 
greatly  affects  the  economy  of  their  state. 

Now,  we  discover  through  the  Associated  Press  an  article  by  Philip  Brasher  in 
the  AG  WEEK,  (dated  6-7-93),  I  quote:  After  several  years  of  delay,  the  U  S 
government  is  preparing  to  impose  tariffs  and  quotas  on  drink  mixes  and  other 
food  imports  to  protect  U  S  sugar  growers. 

Agriculture  Secretary  Mike  Espy  has  written  President  Clinton  urging  him  to 
take  those  measures  as  an  emergency  basis.  Industry  officials  expect  Clinton 
to  approve  them. 

A  recently  released  report  by  the  International  Trade  Conmission  says  man- 
ufacturers are  avoiding  U  S  sugar  quotas  by  importing  drink  mixes,  gelatins  and 
other  items  made  with  cheaper  foreign  sugar. 

Imports  of  some  Canadian-made  products,  including  tea  mixes  and  gelatins,  shot 
fron  6,700  metric  tons  to  104,000  metric  tons  fran  1990-1992  at  the  same  time  that 
U  S  sugar  beet  growers  were  reaping  bimiper  crops,  unquote. 

Our  policy  urges  that  the  U  S  sugar  program  be  maintained  and  that  the  admin- 
istration manage  it  as  Congress  intended  and  that  sugar  be  treated  fairly  in 
all  trade  agreements,  nco-jte.  Why  do  I  talk  of  potatoes  and  sugar  when  this 
hearing  is  on  Canadian  grain?  Because  they  are  agriculture  products  that  are 
suffering  because  of  the  CFTA. 

Now  we  come  to  the  Canadian  Wheat  Board  saying  that  as  of  August  1,  1993,  the 
barley,  malt  and  feed,  producers  will  be  able  to  choose  between  marketing  their 
product  in  Canada  and  the  U  S  through  the  CWB  or  on  their  own.  Canadian  Trade 
Minister,  Micheal  Wilson,  says  this  is  "consistent  with  the  Free  Trade  Agree- 
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ment's  approach  to  opening  up  two-way  trade  between  Canada  and  the  U  S  in  a 
fair  and  '  balanced  way." 

North  Dakota  Barley  Council  Marketing  director,  John  Mittleider,  disagrees. 
He  feels  that  since  the  barley  market  isn't  'elastic '-that  is,  demand  for  feed 
and  malt  is  rather  stable,  a  sharp  increase  in  imported  barley  will  displace 
more  U  S  barley.  The  Canadian  barley  movement  will  be  for  six  years  and  re- 
viewed in  its  sixth  year  to  see  whether  arrangements  will  continue. 
The  GATT  greements  have  not  been  concluded,  the  Mexican  Free  Trade  Agreement, 
Canadian  Free  Trade  Agreement,  and  the  North  American  Free  Trade  Agreement 
have  not  been  ratified  by  Congress,  but  this  hasn't  stopped  yet  another 
agreement  coming  to  light.  Reps.  Crane  (R-ILL)  and  Gibbons  (D-FL)  have 
drawn  up  HR7  3  which  orders  that  talks  begin  on  a  Pacific  Rim  free  trade 
agreement  that  would  put  even  more  Americans  jobs  at  risk  unless  there  were 
adequate  protections.  Countries  include  the  U  S  and  Indonisia,  Malaysia, 
Phillipines,  Singapore,  Thailand,  Brunei,  Australia,  New  Zealand,  Taiwan, 
South  Korea,  Japan  and  Hong  Kong,  This  information  came  by  way  of  George 
Paul,  MFU. 

Con  Johnson,  a  Bracken,  Sask.  producer  is  questioning  the  CWB  on  the  sale 
of  Canadian  grain  to  the  U  S.  Neither  the  Canadian  or  U  S  farmer  profited 
frcsn  these  sales. 

No  agricultural  organization  is  against  world  wide  trade — WE  WANT  FAIR,  "TOO 
WAY  TRADE! 

WIFE  believes  the  U  S  should  vigorously  pursue  export  programs  and  the  Export 
Enhancement  Program  should  be  funded  at  the  maximum  level  allowable.  At  the 
same  time,  we  oppose  euiy  imported  grain  from  being  included  or  participating 
in  any  U  S  government  marketing  and  /or  agriculture  programs. 
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It  is  my  understanding  that  the  mechanism  is  in  the  CFTA  to  solve  this  so 
called  'dumping  problem'  IF  Congress  would  act. 

In  February,  r  visited  ydth  an  Alberta  Provincai  Ag  person  who  told 

me  our  government  (the  U  S)  was  actively  pursuing  Canadian  grain  purchases. 

Who  did  make  the  money  on  these  transactions?  Governments,  elevators,  who? 

There  are  currently  two  bills  in  Congress,  S324,  Senator  Baucus'  CD-MT)  and 
S730,  Sen.  ators  Dorgan  and  Conrad-(ND).  We  urge  you  to  study  these  carefully 
as  they  address  the  problems  spoke  of  today. 


Thank  you. 


Sharon:.  lorman 


(5) 


61 


^ 


MONTANA  FARMERS  UNION 

FranK  "Bud"  Daniels,  President 


TESTIMOIW  OF  JOHN  URT^N 


300  River  Drive  North 
P.O.  Box  2447 
Great  Falls,  MT  59403-2447 
Phone  406  ■  452-6406 
Fax  406  ■  727-8216 


before  the 


^-iwi«x --»»».. 


HOUSE  AGRICULTURE  COMMITTEE 
SUBCOMMITTEE  ON  GENERAL  FARM  COMMODITIES 


on 


THE  UNFAIRNESS  OF  THE 

CANADIAN  FREE  TRADE  AGREEMENT 

ON  U.  S.  FARMERS 


June  11, 1993 
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Mr.  Chairman  and  Members  of  the  Committee: 

Thank  you  for  coming  to  Great  Falls  to  hear  the  concerns  of  others  and  myself. 

My  name  is  John  Urton.  I  have  been  farming,  with  my  wife  DeeAnn,  in  northeastern 
Montana  near  Vida  for  the  last  14  years.  We  grow  spring  and  winter  wheat  and  some  barley. 
I  am  here  today  to  talk  about  the  unfairness  of  the  Canadian  Free  Trade  Agreement  on  the 
Montana,  and  most  likely,  the  U.S.  fanner. 

In  January,  1993,  Canadian  grain  began  to  be  brought  down  by  trucks  and  sold  at  a 
local  elevator  in  Wolf  Point,  Montana.  A  manager  in  Great  Falls  for  the  company  said  it 
could  become  a  common  practice,  according  to  the  Wolf  Point  Herald.  The  manager  said 
that  they  had  already  loaded  one  S2-car  freight  train  with  the  Canadian  wheat  and  expected 
to  load  another  one.  According  to  my  figures,  this  would  be  about  364,000  bushels  (or  over 
400  semi-truck  loads)  that  came  down  during  this  approximately  two-week  period. 

Most  of  the  wheat  brought  into  Wolf  Point,  according  to  the  Wolf  Point  Herald,  was 
number  two  spring  wheat  with  two  to  four  percent  frost  damage.  This  a  lower  quality  of 
wheat  than  what  most  Montana  fanners  grow  but  it  could  still  be  used  for  human 
consumption,  the  Herald  reported.  It  is  my  understanding  in  talking  with  grain  elevator 
managers  and  in  reading  news  reports,  that  the  type  of  spring  wheat  usually  grown  in 
Canada  is  a  type  called  Grandln.  This  is  a  lower  quality  of  wheat  that,  in  Canada,  is 
considered  a  feed  grain  (for  animals)  but,  in  the  U.S.,  is  considered  a  milling  grain  (for 
human  consumption).  Therefore,  in  Canada,  the  Grandin  wheat  fetches  lower  feed  grain 
prices,  while  here  in  the  U.S.,  the  same  wheat  will  bring  a  much  higher  milling  grain  price. 

Since  January  of  this  year,  wheat  prices  have  dropped  from  $3.29  to  about  $2.46  per 
bushel.  I  cannot  blame  this  drop  of  83c  (or  twenty-five  percent  of  my  income  from  grain 
sales)  on  just  the  influx  of  Canadian  grain  into  the  U.S.  However,  I  do  know  that  grain 
market  prices  are  influenced  by  a  few  things,  including  the  condition  of  the  new  crop  that  is 
being  grown,  the  amount  of  surplus  grain  in  storage  and  the  amount  of  current  exports. 
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It  is  truly  amazing  to  me  in  these  times  of  current  good  crops,  large  surpluses  and  a  lack  of 
exports,  that  we  are  importing  more  grain  from  Canada. 

According  to  the  Billings  Gazette  of  February  14, 1993,  which  listed  figures  from  the 
Canadian  Grain  Commission,  spring  wheat  imports  from  Canada  have  risen  from  6.66 
million  bushels  during  August  to  December  of  1991  to  15.45  million  bushels  from  August  to 
December  of  1992.  This  is  an  increase  of  132  percent.  It  is  frightening  to  think  that  these 
imports  may  keep  increasing  at  this  rate. 

I  spoke  with  a  Canadian  grain  elevator  district  manager  in  a  phone  conversation  and 
he  said  that  he  did  not  think  the  Canadians  were  selling  any  grain  to  the  U.S.  currently.  The 
reason  he  gave  for  this  was  that  the  prices  here  in  the  U.S.  are  so  much  lower  now.  When 
our  U.S.  price  does  get  high  enough  again,  I  am  afraid  the  Canadians  will  flood  our  markets 
and  suppress  the  price.  Lower  market  prices  will  hurt  farmers  but  they  will  also  mean  more 
money  will  be  needed  by  deficiency  payments  (and  at  a  time  when  the  government  is  trying 
to  reduce  spending,) 

There  are  other  ways  that  the  Canadian  grain  coming  down  can  have  adverse  effects 
on  our  communities.  Trucks  coming  from  Canada  pay  a  $10.75  trip  permit  for  24  hours  or 
they  can  buy  a  3-month  license,  according  to  Roovevelt  County  assessor  Dorothy  Cody. 
The  Canadian  trucks  that  get  this  license,  Cody  said,  are  only  assessed  at  half  value  while 
U.S.  trucks  are  assessed  at  full  value. 

Another  problem  that  occurred  with  the  elevator  that  contracted  the  Canadian 
grain  affected  local  fanners  directly.  Some  of  the  area  farmers  who  had  contracts  with  this 
elevator,  including  my  father-in-law,  were  told  not  to  bring  their  grain  into  the  elevator 
during  this  period  as  they  could  not  handle  local  grain  at  this  time.  This  can  be  a  hardship 
on  fanners  who  need  to  deliver  their  grain  in  order  to  get  money  to  pay  bills  or  buy 
groceries. 

Still  another  problem  concerned  the  other  local  elevators,  which  includes  one 
cooperative  elevator,  and  their  customers.  In  January,  most  elevators  were  "plugged", 

3 


64 


meaning  they  were  fiill  and  could  not  accept  any  grain  until  they  could  ship  it  out.  The 
problem  was  that  grain  cars  were  in  very  short  supply.  I,  myself,  had  to  wait  about  three 
weeks  to  deliver  my  v/hcat  to  two  elevators  I  had  sold  it  to.  According  to  the  Wolf  Point 
Herald,  the  trains  used  to  ship  the  Canadian  grain  out  of  Wolf  Point  this  winter,  were  "COT" 
trains,  which  are  awarded  to  the  highest  bidders.  The  elevator  manager  in  Great  Falls  con- 
firmed to  the  newspaper  that  the  company  paid  a  high  price  for  the  trains.  This  elevator,  I 
believe  could  afford  to  bid  higher  for  "COT"  trains  because  they  are  probably  making  more 
on  a  bushel  of  Canadian  grain  than  an  elevator  handling  local  grain.  This  is  very  unfair  to 
the  local  farmer  when  the  Canadian  wheat  can  be  delivered  and  shipped  out  while  the  local 
grain  cannot. 

Where  the  Canadian  grain  is  going  and  what  it  is  being  used  for  is  another  concern. 
There  are  no  end-user  certificates  required  of  this  Canadian  grain  and  who  knows  where  it 
is  going  or  what  price  is  being  paid  for  it.  Some  elevator  workers  that  I  have  talked  with  are 
convinced  that  it  is  being  blended  with  our  U.S.  grain  and  sent  on  to  mills  or,  even  worse, 
being  blended  with  higher  quality  wheat  and  sent  out  on  our  government's  EEP  program. 

I  am  bewildered  by  the  fact  that  our  government  has  spent  so  much  time  on  these 
trade  agreements,  such  as  the  CFTA  and  NAFTA  and  even  the  GATT  talks.  Does  someone 
really  believe  that  we  will  gain  great  markets  through  these?  As  the  CFTA  shows,  these 
trade  policies  will  not  help  the  American  producer.  The  CFTA  has  not  opened  markets  for 
us,  the  U.S.  farmers,  as  Canadian  grain  prices  are  much  lower  than  U.S.  prices.  The  CFTA 
has  only  aided  the  Canadian  farmer  as  it  has  enabled  him  an  opportunity  to  higher  U.S. 
prices. 

In  conclusion,  my  main  concern  with  the  Canadian  wheat  being  imported  through 
the  CFTA  is  that  it  is,  and  will,  adversely  affect  the  price  we  receive  here  in  the  U.S.  for  our 
grain.  American  grain  farmers  are  having  a  tough  time — our  target  prices  have  been 
lowered  the  last  few  years,  our  costs  (eq>ecially  machinery  costs)  have  risen  and  major 
purchases  have  been  put  off,  and  market  prices  have  gone  down. 
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According  to  Secretary  of  Agriculture  Mike  Espy,  the  U.S.  farmer  averaged  about 
$6,000  a  year  in  income.  This  is  not  a  livable  wage  for  anyone  and  is  not  a  workable  return 
on  anyone's  investment.  This  means  farmers  are  not  paying  income  taxes  and  some  may 
need  or  arc  on  government  assistance  programs.  Any  policy  that  will  add  to  these  conditions 
would  be  a  big  and  costly  mistake  for  the  U.S.  government  and  I  feel  that  the  importing  of 
Canadian  grain  is  such  a  policy.  Farmers  and  the  U.S.  government  will  both  benefit  when 
policies  such  as  the  Canadian  Free  Trade  Agreement  are  ended  and  farmers  are  simply 
guaranteed  a  reasonable  price  for  what  they  grow. 
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PRESENTED  BY 


DAVID  DAVISON 
DISTRICT  DIRECTOR,  MONTANA  FARM  BUREAU  FEDERATION 


MR.  CHAIRMAN,  COMMITTEE  MEMBERS.  THANK  YOU  FOR  THE  OPPORTUNITY  TO 
TESTIFY  AT  THIS  HEARING.  FOR  THE  RECORD.  MY  NAME  IS  DAVID  DAVISON.  I  AM 
HERE  REPRESENTING  THE  MONTANA  FARM  BUREAU  FEDERATION,  A  GENERAL  FARM 
ORGANIZATION  WITH  OVER  5.000  MEMBER  FAMIUES.  MY  FAMILY  AND  I  RAISE  GRAIN 
ON  ABOUT  4,000  ACRES.  20  MILES  EAST  OF  GREAT  FALLS.  IN  ADDITION  TO  BEING  A 
MEMBER  OF  THE  BOARD  OF  DIRECTORS  OF  THE  MONTANA  FARM  BUREAU  FEDERA- 
TION. I  AM  ALSO  CHAIRMAN  OF  THE  WHEAT  AND  FEED  GRAINS  COMMITTEE  AND  A 
MEMBER  OF  THE  AMERICAN  FARM  BUREAU  FEDERATION  WHEAT  COMMITTEE. 

MY  TESTIMONY  WILL  ADDRESS  THE  SEVEN  QUESTIONS  YOU  POSED  TO  THE 
MONTANA  FARM  BUREAU.  BUT  BEFORE  I  DO  SO.  I  WOULD  LIKE  TO  MAKE  THE  POINT 
THAT  THE  REAL  PROBLEM  IS  NOT  THE  MOVEMENT  OF  CANADIAN  GRAIN  INTO  U.S. 
DOMESTIC  MARKETS.  BUT  RATHER  A  PROBLEM  OF  DEPRESSED  WORLD  WHEAT  PRICES 
RESULTING  FROM  L\CK  OF  PROGRESS  IN  REDUCING  EXPORT  SUBSIDIES  THROUGH 
GATT  NEGOTIATIONS.  THIS  IS  NOT  TO  DIMINISH  THE  PROBLEMS  CAUSED  BY  PREDA- 
TORY PRICING  BY  THE  CANADIAN  WHEAT  BOARD  (CWB).  BUT  I  BELIEVE  MY  ANSWERS 
TO  YOUR  QUESTIONS  WILL  VALIDATE  THIS  POINT.  DM  ADDITION  IT  IS  IMPERATIVE 
THAT  YOU  CONSIDER  THAT  SINCE  THERE  HAS  BEEN  NO  MEANINGFUL  PROGRESS  IN 
THE  GATT,  ITIS  A  VERY  POOR  TIME  TO  BE  CUTHNG  FARM  INCOME  BY  REDUCING 
PAYMENT  ACRES,  ESPECL\LLY  WITH  ACREAGE  SET  ASIDE  PROGRAMS  WHICH  (I) 
REDUCE  THE  NUMBER  OF  ACRES  A  FARMER  CAN  GET  RETURNS  FROM.  (2)  REDUCE  THE 
NUMBER  OF  PROGRAM  PAYMENT  ACRES  AND  (3)  USUALLY  REDUCE  THE  PAYMENT 
RATE.  IN  THE  CURRENT  INTERNATIONAL  CLIMATE.  REDUCING  U.S.  PRODUCTION 
SIMPLY  OPENS  THE  DOOR  FOR  MORE  IMPORTS  FROM  CANADA  AND  REDUCES  OUR 
ABILITY  TO  RETAIN  INTERNATIONAL  EXPORT  MARKET  SHARE. 

THE  REMAINDER  OF  MY  TESTIMONY  WILL  ADDRESS  YOUR  QUESTIONS. 

(1)  IMPORTS  OF  GRAIN.  SUCH  AS  BARLEY  AND  SPRING  WHEAT:  ARE  THEY  INCREASING 
AND  WHY?  IS  MORE  BEING  IMPORTED  THAN  REPORTED  BY  USDA?  HOW  ARE  THESE 
IMPORTS  AFFECTING  US.  PRODUCERS? 

DURUM  AND  HARD  RED  SPRING  WHEAT  IMPORTS  HAVE  DOUBLED  IN  THE  PAST  5 
YEARS. 

CANADA  SHIPPED  6  MILLION  BUSHELS  TO  THE  US.  IN  1986.  14  MILLION  BU.  IN 
1990.  HRS  WHEAT  SHIPMENTS  INCREASED  FROM  15  MILLION  BU.  IN  1986  TO  25  MILLION 
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BU.  THIS  YEAR. 

TO  PUT  THIS  IN  PROSPECTIVE,  IN  1986  DURUM  IMPORTS  AMOUNTED  TO  12%  OF 
DOMESTIC  USE,  WHEREAS  IN  1990,  IMPORTS  EQUALED  20%  OF  DOMESTIC  USE. 

FOR  THE  1991-1992  MARKETING  YEAR  IMPORTS  OF  HRS.  WHITE  AND  DURUM 
WHEATS  WERE  APPROXIMATELY  12%,  19%.  AND  21%  OF  DOMESTIC  USE  RESPECTIVELY. 

PRIOR  TO  1982,  IMPORTS  OF  CANADL\N  WHEAT  INTO  THE  U.S.  WERE  NEGLIGIBLE. 
THE  EXPORT  QUOTAS  OF  THE  CANADIAN  WHEAT  BOARD  (CWB)  WERE  RESTRICTIVE, 
THUS  CAUSING  CANADL\N  FARMERS  TO  EITHER  HOLD  THEIR  EXCESS  PRODUCTION 
FOR  MARKETING  IN  THE  SUBSEQUENT  MARKETING  YEAR,  OR  MOVING  THE  WHEAT  AS 
A  MUCH  LOWER  PRICED  "OFF-BOARD"  FEEDGRABM.  IN  THE  MID  1980'S,  HOWEVER,  THE 
CWB  CHANGED  ITS  QUOTA  ALLOTMENTS  SUCH  THAT  THEY  ARE  NO  LONGER  RESTRIC- 
TIVE. UNDER  THE  CURRENT  SYSTEM,  THERE  IS  NO  ECONOMIC  INCENTIVE  FOR  CANA- 
DIAN  WHEAT  TO  BE  DIVERTED  FROM  ITS  VALUE  AS  WHEAT  ($120/TON)  TO  THAT  OF  A 
FEEDGRAIN  ($80/TON). 

THERE  MAY  BE  A  LACK  OF  UNDERSTANDING  ABOUT  THE  MARKETING  MECHAN- 
ISMS OF  THE  CANADL^lN  WHEAT  BOARD  BY  SOME  U.S.  FARMERS.  THIS  MISUNDER- 
STANDING MAY  LEAD  THEM  TO  CONCLUDE  THAT  PRACTICES  WHICH  MAY  HAVE 
OCCURRED  A  NUMBER  OF  YEARS  AGO  ARE  RESPONSIBLE  FOR  THE  LOW  WHEAT  PRICES 
SEEN  TODAY.  WE  CAN  RND  NO  EVIDENCE  OF  THIS. 

THERE  IS,  HOWEVER,  INCENTIVES  FOR  THE  CANADL\N  WHEAT  BOARD  TO  PRICE 
ITS  GRAIN  AT  SLIGHT  DISCOUNTS  TO  U.S.  DOMESTIC  PRICES.  EXTENSIVE  USE  OF 
EXPORT  SUBSIDIES  BY  THE  EC  AND  U.S.  HAVE  DEPRESSED  WORLD  WHEAT  PRICES  TO 
LEVELS  THAT  ARE  SUBSTANTIALLY  BELOW  DOMESTIC  U.S.  PRICES.  THE  CWB  CAN  NET 
$20  TO  $25  PER  TON  MORE  BY  SELLING  WHEAT  INTO  THE  U.S.  THAN  THEY  CAN  BY 
SELLING  INTO  THE  DEPRESSED  WORLD  MARKET.  LACK  OF  PRICING  TRANSPARENCY 
ALLOWS  THE  CWB  TO  HAVE  STANDING  PRICING  ORDERS  THAT  ARE  SLIGHTLY  BELOW 
U.S.  OFFERS.  U.S.  DOMESTIC  MILLERS  CLAIM,  HOWEVER,  THAT  THE  CWB  DOES  NOT 
UNDERBID  DOMESTIC  SELLERS,  BUT  RATHER,  THEY  SIMPLY  ARE  WILLING  SELLERS  AT 
ALMOST  ANY  U.S.  BID  PRICE  SINCE  IT  IS  A  BETTER  PRICE  THAN  THE  CWB  CAN  GET  IN 
THE  HEAVILY  SUBSIDIZED  WORLD  MARKETS. 

(2)  CANADL\N  DURUM  IMPORTS:  WITHIN  THE  LEGAL  CONFINES  OF  THE 
CANADL4lN/U.S.  free  trade  AGREEMENT,  HOW  CAN  THE  ISSUE  OF  CANADL\N  DURUM 
IMPORT  SURGES  BE  ALLEVL\TED? 

THE  MONTANA  FARM  BUREAU  FEDERATION  WHOLEHEARTEDLY  AGREES  WITH 
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SENATOR  DORGAN'S  CONCERN  ABOUT  THE  RAPID  INCREASE  IN  DURUM  IMPORTS 
FROM  CANADA  IN  RECENT  YEARS.  WE  ALSO  AGREE  WITH  HIS  PROPOSAL  TO  REQUIRE 
IMMEDL\TE  NEGOTIATIONS  WITH  CANADA  REGARDING  PRICE  TRANSPARENCY.  RAIL 
TRANSPORTATION  SUBSIDIES  AND  THE  ACQUISITION  PRICE  OF  GRAIN,  AS  CALLED  FOR 
IN  THE  U.S.-CANADA  FREE  TRADE  AGREEMENT  (FTA). 

WE  QUESTION,  HOWEVER,  WHETHER  THE  PRESIDENT  SHOULD  BE  REQUIRED  TO 
RETALIATE  AGAINST  CANADA  WITHIN  A  PRESCRIBED  PERIOD  IF  THE  NEGOTIATIONS 
FAIL  TO  END  THE  UNFAIR  CANADL^J^J  PRACTICES.  WE  ARE  CONCERNED  THAT  SUCH  A 
MANDATED  DEADLINE  AND  U.S.  RESPONSE  COULD  TIE  THE  PRESIDENTS  HANDS  AND. 
ULTIMATELY.  RESULT  IN  CANADIAN  RETALIATION  AGAINST  OTHER  U.S.  FARM 
EXPORTS.  THESE  ARE  QUESTIONS  THAT  NEED  TO  BE  CONSIDERED  VERY  CAREFULLY 
AND  IN  CLOSE  CONSULTATION  WITH  THE  U.S.  TRADE  REPRESENTATIVE. 

THE  U.S.  CANADL\N  FREE  TRADE  AGREEMENT  ALLOWS  EITHER  COUNTRY  TO 
IMPOSE  COUNTERVAILING  DUTIES  AGAINST  IMPORTS  OF  SUBSIDIZED  COMMODITIES. 
IF  THEY  ARE  CAUSING  INJURY  TO  DOMESTIC  PRODUCERS.  WE  BELIEVE  IT  IS  CLEAR 
THAT  CANADL\N  DURUM  IS  SUBSIDIZED  THROUGH  CANADA'S  TRANSPORTATION 
SUBSIDY  PROGRAM.  AS  WELL  AS  BY  THE  CANADIAN  WHEAT  BOARD  PRICING  POLICIES. 
THE  PROBLEM  IS  SHOWING  THAT  THE  IMPORTS  ARE  HURTING  U.S.  PRODUCERS. 
UNDER  THE  COUNTERVAILING  DUTY  LAW.  THE  INJURY  MUST  BE  TO  THE  ENTIRE  U.S. 
WHEAT  INDUSTRY,  NOT  JUST  TO  DURUM  PRODUCERS  OR  TO  PRODUCERS  IN  A  GIVEN 
REGION.  THE  OTHER  PROBLEM  IS  THAT  CVD  CASES  ARE  EXTREMELY  EXPENSIVE. 
OTHER  ALTERNATIVES  WOULD  LIKELY  REQUIRE  U.S.  "COMPENSATION"  IN  OTHER 
PRODUCTS.  IN  OTHER  WORDS,  TO  LIMIT  IMPORTS  OF  DURUM,  THE  U.S.  WOULD  HAVE 
TO  ALLOW  MORE  IMPORTS  OF  SOMETHING  ELSE  FROM  CANADA.  IF  THIS  WERE  NOT 
POSSIBLE,  CANADA  COULD  BE  AUTHORIZED  TO  LIMIT  ITS  IMPORTS  FROM  THE  U.S.  OF 
ANOTHER  COMMODITY  TO  "COMPENSATE"  FOR  ANY  U.S.  LIMIT  ON  CANADIAN  DURUM. 
CLEARLY,  THE  PREFERRED  OPTION  WOULD  BE  TO  DEMONSTRATE  THAT  CANADIAN 
DURUM  IS  BEING  UNFAIRLY  TRADED  (THROUGH  SUBSIDIES)  SINCE  THIS  WOULD  NOT 
REQUIRE  U.S.  COMPENSATION.  HOWEVER,  THIS  IS  A  DIFFICULT  AND  COSTLY  PROCESS. 

(3)  AREA  GRAIN  COOPERATIVES:  HOW  HAVE  THEY  BEEN  AFFECTED  BY  CANADIAN 
IMPORTS? 

I  HAVE  BEEN  UNABLE  TO  COMPILE  SUFFICIENT  INFORMATION  TO  RESPOND  TO 
THIS  QUESTION. 


(4)  END-USE  CERTIFICATE  REQUIREMENT  FOR  U.S.  GRAIN:  SHOULD  THE  GOVERN- 
MENT REQUIRE  THIS  AND  WHY? 

FARM  BUREAU  SUPPORTS  ADOPTION  BY  THE  UNITED  STATES  OF  END-USE 
CERTIFICATES  ON  THE  SAME  COMMODITIES  FOR  WHICH  SUCH  CERTIFICATES  ARE 
REQUIRED  BY  CANADA  (WHEAT  AND  BARLEY).  WE  ARE  CONCERNED,  HOWEVER, 
ABOUT  THE  IMPLICATIONS  OF  REQUIRING  END-USE  CERTIFICATES  ON  OTHER 
COMMODITIES.  COULD  CANADA,  FOR  EXAMPLE,  EXPAND  ITS  LIST  OF  COMMODITIES 
SUBJECT  TO  THE  CERTIFICATES?  IS  IT  ALSO  POSSIBLE  THAT  THE  IDEA  OF  END-USE 
CERTIFICATES  COULD  SPREAD  TO  THE  EUROPEAN  COMMUNITY,  PERHAPS  TO  BE  USED 
AGAINST  IMPORTS  FROM  THE  UNITED  STATES  OF  WHEAT,  SOYBEANS  OR  CORN 
GLUTEN  FEED? 

(5)  CANADL\N  WHEAT  BOARD:  DO  YOU  BELIEVE  THE  OPERATIONS  AND  PRACTICES  OF 
THE  CANADL^  WHEAT  BOARD  DISCRIMINATE  AGAINST  U.S.  GRAIN? 

AS  A  MONOPOLY  TRADING  ENTITY,  THE  CANADL\N  WHEAT  BOARD  IS  INCON- 
SISTENT WITH  FREE-MARKET  PRINCIPLES.  ITS  MAIN  OBJECTIVE  IS  TO  MAXIMIZE 
RETURNS  TO  CANADIAN  WHEAT  AND  BARLEY  PRODUCERS.  THIS  MEANS  GETTING  THE 
BEST  PRICE  POSSIBLE  FOR  THESE  CROPS,  EXPANDING  MARKETS,  AND  AVOIDING 
STOCK  BUILD-UPS.  CONSEQUENTLY,  THE  BOARD  IS  GOING  TO  SELL  IN  MARKETS 
WHERE  IT  CAN  GET  THE  BEST  PRICE,  EVEN  IF  THAT  IS  IN  THE  U.S.'S  OWN  BACK  YARD. 
THE  PRICING  PRACTICES  ALLOW  THE  BOARD  TO  MAKE  CONTRACTS  THAT  MEET  OR 
BEAT  OTHER  OFFERS  WITH  LITTLE,  IF  ANY,  TRANSPARENCY. 

STRUCTURAL  ASPECTS  OF  THE  GRAIN  MARKETING  SYSTEMS  IN  THE  U.S.  AND 
CANADA  HAVE  BUILT-IN  INCOMPATIBILITIES.  THE  STRUCTURE  OF  A  NATIONAL 
GRAIN  BOARD  AND  INTERNAL  TRANSPORTATION  SUBSIDIES  PROVIDE  MARKET  POWER 
AND  COMPETITIVE  ADVANTAGES  THAT  CAN  NOT  BE  ACHIEVED  OR  CAPTURED  BY  U.S. 
PRODUCERS.  SIMILARLY,  UNEQUAL  MARKETING  REQUIREMENTS  SUCH  AS  MANDA- 
TORY GRAIN  CLEANING  IN  CANADA  WILL  NEED  TO  BE  ADDRESSED  BY  FTAs. 

(6)  THE  NORTH  AMERICAN  FREE  TRADE  AGREEMENT:  WHAT  MUST  THE  U.S.  GOVERN- 
MENT DO  TO  PROTECT  U.S.  GRAIN  FARMERS  IN  NEGOTL\TING  THIS  AGREEMENT? 

THE  NAFTA  IS  APPARENTLY  NOT  GOING  TO  BE  RE-OPENED  OR  RE- WRITTEN. 
ACCESS  TO  THE  NEWLY  OPENED  MEXICAN  MARKET  FOR  GRAINS,  OILSEEDS  AND 
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UVESTOCK  PRODUCTS  COULD  BE  SUBSTANTIAL  BY  THE  END  OF  THE  TRANSITION 
PERIOD,  ESPECL\LLY  GIVEN  THE  RAPIDLY  GROWING  MEXICAN  POPULATION  AND  THE 
LIMITED  RESOURCES  AVAILABLE  TO  MEXICAN  AGRICULTURE.  THE  U.S.  AND  CANADA 
WILL  GAIN  AN  ENORMOUS  PREFERENTIAL  ADVANTAGE  OVER  OTHER  AGRICULTURE 
EXPORTING  COUNTRIES  IN  THE  MEXICAN  MARKET  UNDER  THE  NAFTA.  THE  IMPORT- 
ANT THING  WILL  BE  TO  ENSURE  THAT  THE  U.S.  DOES  NOT  LOSE  OUT  TO  CANADA  AS  A 
RESULT  OF  CANADL\N  SUBSIDIES.  THE  U.S.  MUST  BE  WILLING  AND  ABLE  TO  COUNTER 
SUCH  SUBSIDIES,  OR  SUBSIDIES  BY  ANY  OTHER  COUNTRY,  WITH  ITS  OWN,  AND  THE 
NAFTA  MUST  NOT  PREVENT  THAT.  IT  WILL  BE  HELPFUL  TO  HAVE  A  URUGUAY  ROUND 
AGREEMENT  THAT  REDUCES  EXPORT  SUBSIDIES  WORLDWIDE.  IT  WOULD  ALSO  BE 
HELPFUL  TO  HAVE  A  URUGUAY  ROUND  AGREEMENT  THAT  ABOUSHES  OR  REQUIRES 
TRANSPARENCY  IN  MARKETING  BOARDS. 

BUT  U.S.  FARM  PROGRAMS  AND  EXPORT  POLICIES  MAY  NOT  BE  COMPATIBLE 
WITH  EXPANSION  OF  FREE-TRADE  AGREEMENTS.  EFFORTS  TO  REMOVE  BARRIERS  TO 
TRADE  BETWEEN  THE  U.S.  AND  CANADA  ARE  AT  ODDS  WITH  U.S.  EFFORTS  TO  BUY  (OR 
PROTECT)  EXPORT  MARKET  SHARE  WITH  EEP  FUNDS. 

(7)  THE  EXPORT  ENHANCEMENT  PROGRAM:  THE  ADMINISTRATION  IS  CONSIDERING 
USING  EEP  AGAINST  CANADA.  DO  YOU  AGREE  WITH  THIS  AND  WHY? 

FARM  BUREAU'S  POLICY  IS  TO  SUPPORT  THE  USE  OF  EEP  FOR  ALL  COMMODITIES 
IN  ALL  MARKETS  WHERE  THEY  FACE  UNFAIR  FOREIGN  COMPETITION.  THEREFORE.  WE 
SUPPORT  THE  USE  OF  EEP  FOR  WHEAT  IN  MARKETS  WHERE  WE  HAVE  LOST  SALES  TO 
SUBSIDIZED  COMPETITION  FROM  CANADA.  FARM  BUREAU  HELPED  TO  DEVELOP  THIS 
PROGRAM  IN  1985,  THEN  KNOWN  AS  BICEP,  AND  TO  INCORPORATE  IT  INTO  THE  1985 
FARM  BILL.  ITS  ORIGINAL  PURPOSE  WAS  TO  REDUCE  U.S.  GRAIN  STOCKS  AND  RE- 
CAPTURE FOREIGN  MARKETS.  IT  HELPED  TO  ACCOMPLISH  BOTH  OF  THOSE  OBJEC- 
TIVES. IT  IS  NOW  USED  MAINLY  TO  COUNTER  FOREIGN  SUBSIDIES. 

TO  COMBAT  THE  SUBSIDY  PROGRAMS  OF  THE  EC,  USDA  HAS  USED  EEP  FUNDS 
TO  SUBSIDIZE  SALES  OF  U.S.  WHEAT  INTO  WORLD  EXPORT  MARKETS.  AT  TIMES  THESE 
MARKETS  WERE  OUTLETS  FOR  CANADIAN  WHEAT  EXPORT  SALES.  FOR  EXAMPLE, 
RECENT  SALES  TO  ALGERL\,  MOROCCO  AND  TUNISIA  (TRADITIONAL  CANADIAN 
MARKETS)  WERE  ACCOMPANIED  B"\  EEP  SUBSIDIES  RANGING  UP  TO  $40/TON.  THE 
CANADL\N  WHEAT  BOARD  CAN  EITHER  MATCH  THESE  WORLD  EXPORT  PRICES  OR 
LOOK  FOR  OTHER  ALTERNATIVES.  COMPARED  TO  AN  $80/TON  WORLD  TRADE  PRICE,  A 
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U.S.  DOMESTIC  PRICE  OF  $110  TO  $120  PER  TON  LOOKS  ATTRACTIVE  TO  CWB  AS  AN 
OUTLET  FOR  CANADL\N  WHEAT.  THERE  IS  NO  DOUBT  THAT  THE  PROUFERATION  OF 
EXPORT  SUBSIDY  PROGRAMS  HAS  LED  TO  OPPORTUNITIES  FOR  OTHER  EXPORT 
COUNTRIES  SUCH  AS  CANADA  TO  SELL  GRAIN  INTO  THE  U.S. 

AS  MY  COMMENTS  DEMONSTRATE,  THE  COMPLEXITY  OF  THIS  ISSUE  MAKES 
RESOLUTION  A  MOST  DEMANDING  CHALLENGE.  THE  MONTANA  FARM  BUREAU 
COMMENDS  YOU  ALL  FOR  YOUR  EFFORTS  ON  BEHALF  OF  GRAIN  PRODUCERS  IN 
MONTANA  AND  I  THANK  YOU  AGAIN  FOR  THE  OPPORTUNITY  TO  APPEAR  BEFORE  YOU. 
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Chairman  Johnson.  Congressman  Williams,  and  subcommittee  members.  I  am  Jonathan 
Schlueter.  Executive  Vice  President  of  Pacific  Nonhwest  Grain  and  Feed  Association  I 
appreciate  your  invitation  to  testify  here  today,  to  address  the  issues  in  which  you  have 
expressed  interest,  and  submit  these  comments  on  behalf  of  the  commercial  grain  ware- 
housing and  processing  industry  of  the  Big  Sky  State  and  our  allied  members  of  the 
Montana    Grain    Elevators    Association. 

Introdnetion 

Pacific  Northwest  Grain  and  Feed  Association  is  a  non-profit,  regional  trade  organization 
headquanered  in  Portland.  Oregon,  which  represents  225  commercial  grain  elevator  com- 
panies, animal  feed  and  flour  milling  operations,  seed  processors,  and  grain  exporting 
firms  operaUng  in  the  states  of  Oregon.  Washington.  Idaho  and  Montana.  These  member 
firms  comprise  a  $2  billion  industry,  which  accounts  for  more  than  35%  of  the  wheat  that 
IS  exported  annually  from  the  U.S.;  as  well  as  20%  of  the  annual  U.S.  exports  of  feed  grains; 
and   25%   of   the   nation's   production    and   consumption   of  commercial   animal    feeds. 

The     Griin     Industry's     SlIDPOrt     For     Thr.     North     Amfrimn     Free     Tmde     Aprppmi.nt 
Stated    simply,    the    members    of    Pacific    Northwest    Grain    and    Feed    Association    and    the 
Montana   Grain    Elevator    Association    strongly    support    free    trade    among    nations,    and    strive 
to    facilitate   trade    relations    with   hungry   consumers   on    5    continents    around   the   globe. 

As  market  barriers  fall  under  NAFTA,  we  are  convinced  that  benefits  to  all  three  countries 
will  become  even  more  evident.  Consumers  will  benefit  from  increased  efficiencies  and 
greater  product  variety  and  increased  trade  will  lead  to  increased  economic  activity,  job 
creauon.   and   a  higher  standard  of  living   for  the  citizens  of  all    3   nations. 

The  United  Sutes  and  Canada  already  have  the  largest  amount  of  two-way  trade  between 
any  pair  of  nations— with  a  total  value  of  $168  billion  annually.  The  United  States  has  a 
positive  balance  of  agricultural  trade  with  Canada  which  amounted  to  $1.3  billion  in  calen- 
dar year  1991.  While  we  are  net  importers  of  wheat,  barley,  and  oats;  we  export  significant 
quanuues  of  com,   mixed   feeds,   soybeans,   and   soybean   meal   to   Canada. 

Affiliated  with  National  Gram  &  Feed  Assooation 
American  Feed  Industry  Association 
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The  U.S.  Department  of  Agriculture's  analysis  of  the  proposed  NAFTA  projects  what  we 
have  long  suspected---that  the  U.S.  grains  and  oilseeds  sector,  with  productive  and  effi- 
cient farmers  and  a  comprehensive  transportation  and  marketing  infrastructure,  will 
reap  substantial  beneHts  from  NAFTA.  For  example,  U.S.  wheat  exports  to  Mexico  are 
projected  to  increase  40%  over  expected  levels  without  NAFTA.  These  export  gains  will 
mean  an  additional  S40  million  in  revenues  to  the  U.S.  wheat  sector  by  the  end  of  the 
NAFTA    transition    period. 

It  should  be  clear  that  NAFTA  is  of  tremendous  importance  to  the  U.S.  grain  and  oilseed 
sector.  In  an  industry  that  must  export  about  half  its  total  production.  NAFTA  clears  the 
way  for  significant  increases  in  export  activity.  The  resulting  price  gains  will  benefit 
farmers  and  agribusiness,  in  terms  of  both  total  revenue  and  of  greater  utilization  of  U.S. 
agricultural  capacity,  one  of  our  greatest  remaining  competitive  advantages  over  the  rest 
of  the   world. 

Thg    Benefits    Of    NAFTA    For    The    Stale    of    Montana 

It  is  obvious  from  the  comments  already  expressed  here  today,  that  the  Free  Trade  pacts 
hold  less  appeal  for  border  states  like  Montana,  where  the  primary  commodity  exports- 
coal,  wheat,  cattle  and  timber  products---are  already  in  bountiful  supply  across  the 
border,  and   find   little  market  demand   in   a  country   of  25   million   souls. 

But   it   bears   mention    here,    that    for   our   nation,    the    North    American    Free   Trade   Agreement  - 
holds    the    promise    of   increasing    agricultural    markets    on    our    own    continent    by    more    than 
$2    billion    annually. 

According  to  data  compiled  by  the  North  American  'i  rade  Coalition,  even  in  this  resource 
rich  state.  Montana's  net  export  trade  with  Canada  creates  more  than  4.000  jobs,  and  has 
increased  from  $91  million  in  1987  to  $144  million  in  1991.  with  agriculture  among  the  ULB 
8    product    sectors   leading   the   way   north. 

Are     Imports     of     Canadian     Grains     Increasing? 

The  past  year  has  created  a  number  of  unusual  circumstances  which  have  made  it  possible 
for  Canadian  wheat  and  barley  shipment  to  enter  Montana  and  neighboring  states  in 
volumes   we   have    never   seen   before. 

Adverse  growing  and  harvest  conditions  plagued  large  areas  of  the  Canadian  grain  pro- 
duction, resulting  in  a  sizable  volume  of  their  crop  being  down-graded  to  "feed  quality" 
definition,  under  the  Canadian  grain  marketing  standards.  At  the  same  time,  the  U.S. 
milling  industry  was  faced  with  some  of  the  lowest  stocks  of  milling  quality  wheat  in 
decades,    creating    high    prices    for    available    inventories. 

But  these  factors  and  conditions  were  temporary  and  short-lived— on  both  sides  of  the 
border— and   may    not   be    repeated    for   some   time. 

Viewed  in  a  broader  perspective,  the  level  of  wheat  and  barley  imports  clearly  have 
increased  over  the  last  several  years,  but  still  remain  at  modest  levels.  The  level  of  imports 
from  all  sources  have  amounted  to  less  than  one  percent  of  the  total  wheat,  com.  and 
soybean    supplies    in    recent    years,    with    barley    slightly    higher. 

By  and  large,  imports  have  not  been  a  significant  part  of  total  U.S.  supplies.  According  to 
the  National  Grain  Trades  Council  in  1992,  imports  amounted  to  only  6/lOths  of  one  percent 
of  the  U.S.  grain  supply.  In  the  case  of  wheat,  the  Council  estimated  that  imports  amounted 
to  about  9/lOths  of  one  percent  of  the   U.S.   grain  supply. 
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The    oveiriding    reason    behind    increased    import    levels,    however,    lies    in    U.S.  farm    policy. 

U.S.    farm    programs   are   designed   to   stabilize   and   enhance   the   income   of   U.S.  farmers,   but 

they  can  have  unintended  side-effects.  Unless  the  programs  are  crafted  to  be  market  neu- 
tral,   they    can    encourage    grain    imports. 

F.Tpnrt      F.nhanfgmpnt      Programs      and Impnrtfil      firain 

U.S.  export  assistance  programs  have  played  an  important  role  in  recent  years  as  the  U.S. 
has  struggled  to  regain  export  market  share  and  to  address  unfair  trade  practices  by  some 
competitor    nations. 

Roughly  75  percent  of  U.S.  wheat  exporu  are  shipped  with  some  form  of  export  assistance, 
including  P.L.  480  or  GSM  financing.  The  United  Slates  also  has  used  expon  assistance 
when  necessary  to  be  competitive  in  the  world  market.  In  recent  years,  a  major  tool  for 
some   commodities    has    been    the   Export   Enhancement    Program    (EBP). 

EEP  has  contributed  to  a  two-tiered  pricing  system  for  U.S.  commodities  --  a  relatively  high 
domestic  price  and  a  lower  competitive  price  for  foreign  customers.  This  two-tiered  price 
system  has  made  the  domestic  U.S.  market  a  high  price  island  in  a  world  of  low  commodity 
prices.  One  consequence  of  this  policy  is  that  relatively  high  U.S.  prices  can  prove  attrac- 
tive   for    grain    produced    in    foreign    nations. 

U.S.  supply  management  programs  also  encourage  grain  imports.  The  theory  behind 
supply  management  programs  is  that  the  United  Slates  can  reduce  supplies  and  prop  up 
U.S.  prices.  The  flaw  in  this  theory  is  that  the  woHd  market  for  food  and  other  products 
and    services   has    become   more    integrated,   more   global    in    nature. 

Thus,  when  the  United  States  cuts  back  on  its  production,  competitors  increase  their  pro- 
duction of  agricultural  goods  and  market  them  with  greater  ease.  The  first  effect  on  U.S. 
farmers  and  U.S.  agri-business  is  that  American  grains  face  increased  competition  in 
world  markets.  Indeed,  that  has  been  the  experience  since  the  early  I980's  when  large 
acreage  reduction  programs  were  reinstituted  in  the  United  States;  U.S.  performance  in 
export  markets  has  declined  rather  steadily.  The  second  effect  of  tight  supply  management 
programs    is    that    American    farmers   can    face    increased    competition    in    domestic    markets. 

The  combined  impact  of  U.S.  farm  policies  is  to  make  our  domestic  markets  more  attractive 
to  grain  imports.  Traditionally,  wheat  imports  have  been  brought  in  when  flour  millers 
found  it  necessary  to  meet  specific  customer  needs---for  protein  or  gluten  strength,  as 
examples.  The  currently  low  U.S.  stock  levels  have  exacerbated  this  situation.  There  simply 
is  not  the  variety  of  U.S.  stocks  now  available  to  meet  the  demand  for  particular  quality 
characteristics,  and  as  a  consequence,  millers  and  other  processors  must  obtain  their 
specific    product    needs    with    available    supplies. 

Beyond  this,  however,  is  the  price  impact  of  low  stocks.  When  coupled  with  the  impact  of 
export  assistance  programs,  the  result  is  an  attractive  U.S.  market  price  in  a  world  of 
depressed  prices.  As  a  consequence,  we  face  a  departure  from  the  traditional  pattern  of 
wheat  imports  which  were  to  meet  a  specific  need.  Now,  some  imports  may  enter  because  it 
is    more    profitable. 

Looking  at  the  situation  between  the  United  States  and  Canada,  the  issue  becomes  fairly 
simple.  The  United  Stales  has  record  low  wheat  stocks  and  relatively  strong  market  prices. 
Canada  has  fairly  ample  stocks  and  sees  attractive  prices  across  the  border.  It  is 
fundamental   economics    that    is    pulling   Canadian   grain    into   the    United    States. 
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Thp  Effects  Of  ranadlan  Grain  Import.';  On  The  Grain  F.levalnrs  Of  Montana 
During  the  past  decade,  the  number  of  grain  elevator  companies  and  facilities  operating 
in  the  State  of  Montana  has  dropped  by  more  than  45%.  and  there  is  little  indication  that 
this  downward  trend  will  be  reversing  anytime  soon.  The  reasons  for  this  decline  include 
the  innovation  of  unit  train  shipping  facilities,  persistent  drought  conditions  in  wide 
areas  of  the  state;  extremely  competitive  marketing  conditions;  U.S.  farm  policies,  and 
many     others. 

Slate-Licensed      Public      Warehouses      In      Montana 


1985 

174 

1986 

176 

1987 

191 

1988 

167 

1989 

157 

1990 

132 

1991 

101 

1992 

97 

Note:    This    list   does    not    include  federally-licensed    warehouses, 
of  which   there  were  44  operating   in   1992.   Source:   MDOA 

But  with  the  adoption  and  implementation  of  the  North  American  Free  Trade  Agreement, 
we  suddenly  find  trucks  bearing  Canadian  plates,  coming  across  the  scales  at  Montana 
elevator    facilities.    Should    these    elevators    accept    their    business?    Absolutelv!    Here's    why: 

1.  As  licensed  public  warehousemen,  operating  in  the  State  of  Montana,  the  commercial 
warehousemen  can  not  legally  discriminate  against  producers  or  other  depositors  as 
long  as  there  is  space  available  in  the  warehouse  to  accommodate  their  commodities. 
Montana  state  law  dictates  that  our  members  can't  pick  and  choose  between  Canadian 
and  U.S.  customers,  any  more  than  they  can  select  "good"  farmers  over  producers  of 
low-quality   grain,    as   long   as   there   is   space. 

Chapter  80-4-523  of  Montana's  state  law  specifies  that  "A  warehouseman  shall  receive 
for  storage,  conditioning,  handling  or  shipment  without  discrimination  of  any  kind,  so 
far  as  the  capacity  of  his  warehouse  will  permit,  all  agricultural  commodities  tendered 
him   in   the  usual  course  of  business  in  suitable   condition  for  storage  "    (emphasis    added) 

2.  Contrary  to  popular  belief,  commercial  public  warehouse  companies  are  not  public 
utilities,  that  are  limited  to  conducting  their  business  activities  within  a  specified 
community  or  geographical  area.  To  the  contrary,  these  companies  are  privately- 
owned  and  managed  commercial  business  interests  which  exist  to  provide  a  variety  of 
products  and  services  to  paying  customers.  Operating  within  the  laws  and  regulations 
prescribed  for  them  by  state  and  federal  jurisdictions,  these  companies  operate  under 
legal,  moral,  and  social  responsibility  and  obligation---to  their  patrons,  stockholders, 
employees    or    ownership— to    operate    profitably 

3.  But  after  5-6  years  of  persistent  drought  and  adverse  climatic  conditions  across  many 
parts  of  this  state,  grain  inventories  available  to  many  grain  companies  have  become 
precious  and  scarce.  Many  grain  companies  depend  on  their  handling  and  storage 
charges  for  basic  survival,  and  are  eager  to  work  with  whomever  they  can.  For  a 
number  of  reasons,  these  companies  have  paying  customers  lining  up  to  do  business; 
and   the   law   and  basic   economics  dictate  that   \ve   welcome   them   with  open  doors! 

4.  After  seven  years  of  U.S.  farm  policies  that  have  favored  programs  such  as  the  Conser- 
vation Reserve  Program  (CRP),  in  which  large  areas  of  cropland  was  taken  out  of  pro- 
duction, grain  companies  in  many  areas  have  seen  their  trade  areas  reduced  by  25% 
and  more.  While  these  programs  have  been  beneficial  to  the  nation's  producers,  they 
have  done  precious  little  in  maintaining  the  economic  condition  of  our  local  grain 
elevators,    ag-chem    dealers,    local    gas   pump,    and    other    merchants    in    rural    America. 
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There  has  been  a  great  deal  of  attention  focused  in  recent  months  on  the  subject  of 
importing  grain  from  Canada.  Amidst  all  the  rhetoric,  it  is  essential  to  recognize  that  the 
owners  and  managers  of  commercial  grain  companies  in  this  state,  operate  under  legal 
obligation  tq  the  state,  with  a  fiduciiU7  responsibility  to  their  patrons  and  stockholders, 
and   a  socio-political   duty   to  oar  nation,  to  welcome   this  business   with  open   doors! 

So  while  Canadian  grain  deliveries  may  be  relatively  new,  and  an  unwelcome  development 
in  this  state,  they  represent  a  welcome  source  of  business  in  our  industry,  here  in 
Montana,    and    in    neighboring    states. 

Knd     Vsr     Crrtitlcates     For     Imnnrtgd     Grain 

Earlier  this  year.  Senators  Kent  Conrad  (D.  North  Dakota),  Conrad  Bums  (R-Montana),  and 
seven  others,  introduced  Senate  Bill  445  to  the  U.S.  Senate,  seeking  to  require  end-use 
certificates  for  all  grain  imports  from  Canada  (and  other  countries)  entering  the  domestic 
grain  marketing  industry.  This  notion  has  proven  to  be  a  controversial  issue,  even  within 
the   commercial    grain    industry   of   the   Pacific    Northwest. 

The  members  of  Pacific  Northwest  Grain  and  Feed  Association  and  the  Montana  Grain 
Elevator  Association  do  not  believe  that  end  use  certificaies  can  succeed  in  slowing  or 
encumbering  grain  imports  from  Canada  or  any  other  foreign  origin.  If  enacted  the  bill 
would  add  yet  another  Jbrm  to  the  mountain  of  paperwork  that  is  already  required  of 
commercial  grain  companies.  We  submit  thai  such  a  requirement  will  have  negligible 
effect    on    stemming    grain    imports,    as    the    proponents    are    hoping. 

But  as  a  matter  of  principle,  the  two  organization  must  oppose  end-use  certificates  for 
what  what  they  are— -a  thinly-veiled  attempt  to  reconstruct  the  kinds  of  trade  barriers 
which  are  being  eliminated  daily  in  nearly  every  other  part  of  the  world.  Our 
organizations  will  oppose  the  end-use  certificate  measure  on  the  basis  that,  if  it  does  not 
breech  the  specific  terms  of  the  Canadian-U.S.  and  North  American  Free  Trade 
Agreements,    it    most   certainly    violates   the   spirit   of   these    landmark    treaties. 

The  notion  of  imposing  end  use  certificates  on  Canadian  grain  shipments  runs  directly 
contrary  to  the  stated  policy  objectives  of  our  national  leadership  in  both  countries.  It  is 
an  affront  to  the  best  interests  of  the  people  of  both  countries-"political,  social  and 
economic-— which  practically  invites  retaliatory  measures  by  our  counterparts  and 
brethren    to    the    North. 

More    Direct    Bcnefit.s    To    The    Grain    Producers    Of    Montana 

1.  Imports  of  Canadian  grain  into  Montana  grain  elevator  facilities  breathes  new  life  into 
an  industry  which  has  been  largely  abandoned  by  U.S.  agricultural  policy  makers 
during  the  past  decade.  Often  the  largest  business  center  in  the  community,  grain 
elevators  contribute  to  the  local  employment  and  tax  bases,  with  corresponding  benefit 
to  the  main-street  businesses,  and  ultimately,  to  grain  producers  on  both  sides  of  the 
border. 

2.  Montana  producers  have  a  well-deserved  reputation  as  producers  of  consistently  high 
quality  milling  wheat.  The  imports  of  Canadian  grain  have  created  short  term  pains, 
but  offer  Montana  grain  producers  the  promise  of  long-term  gains,  by  increasing 
demand    for    high    quality    milling    wheat— both    domestically    and    abroad. 

The  members  of  Pacific  Northwest  Grain  and  Feed  Association  and  Montana  Grain  Elevator 
Association  welcome  this  opportunity  to  testify  before  this  committee  to  present  these 
views.  We  are  eager  to  assist  committee  members  and  staff,  whether  collectively  or  indivi- 
dually, with  additional  information  and  data.  Please  contact  our  staff  at  the  address  listed 
above: 
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Congressman  Williams  and  honorable  members  of  the  House  Agriculure 
Committee,  thank  you  for  coming  to  Montana  to  listen  to  concerns  of  US  farmers 
about  Canadian  grain,  CFTA,  NAFTA  and  farm  policy  in  general.  My  name  is 
Chuck  Merja.  I  farm  with  my  two  brothers  and  father  just  25  miles  west  of  here.  I 
am  immediate  past  president  of  the  Montana  Grain  Growers  Assn,  a  producer 
organization  with  about  3000  members. 

I  think  that  it  is  important  that  I  point  out  that  we  have  worked  very  hard  in 
support  of  G ATT  and  NAFTA  as  well  as  to  maintain  fast  track  authority  for  both. 
We  did  so  because  we  believe  that  trade  is  important  to  the  survival  of  our  industry, 
as  well  as  the  continued  "shrinking  of  the  world"  through  continued  interactions 
brought  about  by  trade.  In  fact  we  endured  significant  cuts  to  commodity  programs 
on  the  promise  of  tough  trade  negotiations  that  would  help  open  markets  and  create 
a  level  playing  field.  Those  cuts  were  premature  in  that  they  provided  no  incentive 
for  our  competitors  to  get  serious  about  trade  negotiations.  Instead  they  provided 
strong  incentives  for  our  competitors  to  use  whatever  stall  tactics  were  needed 
while  waiting  for  our  government  to  further  cut  domestic  programs—that  tactic 
worked  very  well  as  we  are  currently  watching  both  the  House  and  Senate  Ag 
Committees  debate  how  they  are  going  to  further  cut  ag  supports.  When  will  you 
come  to  understand  that  the  ALL  of  our  competitors  are  sitting  around  knowing  that 
they  don't  have  to  bother  to  negotiate  seriously  because  the  US  government 
(Congress  and  the  Administration)  will  unilaterally  disarm  American  agriculture  if 
they  just  wait  long  enough? 

I  am  on  this  diatribe  because  even  though  we  supported  NAFTA  and  GATT, 
we  sent  a  letter  to  USTR  Hills  in  mid  summer  of  1992  expressing  some  specific 
concerns  about  the  CFTA  and  asked  that  they  be  addressed  in  the 
soon-to-be-completed  NAFTA.  Specifically,  we  requested  that  Canadian  price 
transparency  and  rail  stibsidies  be  addressed,  so  as  to  fix  some  of  the  problems  we 
had  experienced  with  the  CFTA.  I  enclose  a  copy  of  the  reply  that  we  got  well  after 
the  negotiations  were  announced  to  have  been  "successfully  con:^)leted".  The 
fourtli  paragraph  of  that  letter  says  in  part,  "we  were  unable  to  further  address  the 
issues  of  Canadian  price  transparency  and  Canadian  rail  subsidies.  Canada  sin^)ly 
refused  to  move  on  these  issues..."  The  man  that  wrote  these  words  was  and  is  the 


78 


Deputy  USTR— who  is  supposed  to  be  protecting  our  interests,  and  he  capitulated  to 
a  "refusal  to  negotiate"!! 

Now  I'm  not  a  world  class  negotiator,  but  I  dam  well  know  what  it  means 
when  one  side  in  a  negotiation  simply  refuses  to  move  on  an  issue.  It  means  they 
think  they  got  a  heck  of  a  good  deal  and  the  only  way  to  go  is  DOWN!  They 
wanted  to  maintain  the  coiqies  that  they  had  garnered  in  the  CFTA  and  our  people 
let  them!  This  is  NOT  the  kind  of  negotiating  that  we  had  in  mind  when  we  went  to 
bat  for  fast  track  on  GATT  or  NAFTA.  No  one  told  us  that  "free  trade"  meant  that 
we  just  give  our  markets  away  for  free! ! !  Had  we  had  that  bit  of  information  our 
organization  might  have  reacted  differently  to  fast  track  for  GATT  and  NAFTA  as 
well  as  the  agreements  themselves. 

The  field  is  not  level  between  Canada  and  the  US.  We  US  farmers  are 
competing  against  farmers  whose  government  subsidizes  freight  (and  is  looking  to 
extend  freight  subsidies  into  the  US,  as  Herb  Karst  mentioned),  whose  selling  pool 
goes  into  markets  that  we  have  developed  and  gives  standing  offers  under  ANY  US 
price  quote,  whose  selling  pool  doesn't  have  to  profit  on  each  sale  and  thereby  can 
easily  gain  entry  into  domestic  or  international  markets  where  our  farmers  or 
private  companies  can  not  venture,  by  using  price,  quality  or  delivery  terms  as 
enticements.  We  are  literally  giving  away  our  industry  by  allowing  this  to  happen. 

So  what  are  some  specific  problems  and  some  specific  remedies? 

First  and  foremost,  Congress  and  the  Administration  need  to  send  a  strong 
message  to  our  farmers  and  our  competitors.  We  will  no  longer  unilaterally  disarm. 
We  will  no  longer  have  acreage  set  aside  programs  that  simply  move  the  production 
to  another  part  of  the  world.  We  will  allow  our  producers  to  produce  and  use  the 
tools  available,  plus  any  others  that  we  need  to  come  up  with  to  see  that  what  our 
farmers  produce  gets  SOLD! 

We  will  not  be  the  supplier  of  last  resort.  We  will  aggressively  seek  to 
expand  market  share  and  we  will  not  sit  by  and  allow  predatory  or  protectionist 
actions  to  go  unchallenged. 

We  will  keep  our  farm  economy  strong  so  that  we  can  negotiate  from 
strength. 

We  will  not  put  up  with  a  "refusal  to  negotiate." 

I  know  these  soimd  harsh,  but  we  need  to  provide  our  competitors  an 
incentive  to  come  to  the  table  and  we  are  not  doing  that  right  now  by  unilaterally 
disarming. 

The  effects  "of  the  large  increase  in  Canadian  grain  are  important 
nationally— not  just  locally,  (chart  for  picture  of  increases)  For  example: 
•    If  we  really  import  72  million  bushels  of  wheat  fix)m  Canada  this  year  without  a 
commensurate  increase  in  OUR  sales,  we  will  build  stocks  (USDA  currently 
projects  our  stocks  will  go  up  28.9%,  while  the  EC  will  go  down  1 1 .4%  and 
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Canada  will  go  down  16.4%!).  Price  elasticity  estimates  per  100  million  bushels 
of  ending  stocks  fiwm  FAPRI  and  USDA  range  from  12  to  25  cents.  Using  15 
cents  and  1 .5  billion  program  bushels,  we  could  see  lost  revenue  and  increased 
deficiency  payments  to  producers  on  the  order  of  $225  million/yr  just  for  wheat!! 
Over  5  years  thats  $1,125  billion! 

•  We  will  end  i^  exporting  Canadian  wheat  to  at  least  our  cash  markets  of  Japan 
and  Taiwan— thereby  displacing  US  wheat  in  high  quality  cash  markets. 

•  US  Mvhcat  growers  have  already  given  up  trying  to  compete  with  the  CWB  in  the 
durum  market  which  used  to  be  very  lucrative  for  our  growers.  We  have  the 
lowest  US  plantings  in  35  years,  in  large  part  due  to  the  CWB's  pricing  practices. 
These  acres  have  moved  to  spring  and  winter  wheats,  thereby  putting  pressure  on 
those  markets.  The  same  thing  is  happening  with  malt  barley  markets— even 
faster  than  it  did  in  the  durum  market.  Under  NAFTA  there  are  quotas  for  US 
and  Canadian  malt  barley  into  Mexico.  But  if  Canadian  barley  is  malted  in  the 
US  and  then  sold  into  Mexico,  it  counts  against  our  quotas! !  What  incentive  is 
there  to  a  maltster  to  buy  US  malt  barley?  Anheuser-Busch  can  just  write  one 
contract  with  the  CWB  for  what  they  need  and  forget  about  all  the  grower  issues 
that  they  have  to  deal  with  when  they  do  producer  contracts.  Plus  they  will  be 
able  to  buy  that  bariey  a  whole  lot  cheaper  than  if  they  had  to  deal  with  my 
neighbors  on  the  Fairfield  bench. 

•  There  is  the  distinct  possiblity  that  Canadian  wheat  made  it  into  EEP  charmels, 
which  is  illegal  and  could  jeopardize  the  progranL 

We  have  put  together  a  working  paper  with  regard  to  what  is  needed  to  he^ 
cure  the  Canadian  situation.  I  will  highlight  the  important  points  and  if  there  are 
questions  later,  I  would  be  happy  to  address  them  more  fully. 

•  Canadian  price  transparency  must  be  established. 

•  Transportation  subsidies,  administrative  costs  of  the  CWB  and  all  other  subsidies 
of  the  CWB  must  be  included  in  calculation  of  the  acquisition  price. 

•  End-use  Certificates  must  be  utilized  on  all  grains  being  imported  into  the  US. 
.    We  must  be  allowed  to  use  EEP  (and  other  tools  if  necessary)  to  Mexico, 

Indonesia  and/or  other  countries  where  the  CWB  has  made  aggressive  advances. 

•  American  producers  must  be  given  access  to  Canadian  markets. 

•  Speedier  trade  dispute  resolution  must  be  put  in  place. 

.    Extreme  care  must  be  taken  when  rewriting  the  USDA  budget  during  any  budget 
reconciliation  process.  Don't  be  counterproductive  to  our  trade  posture. 

(Accachnencs  follow:) 
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Suggestions  of  the  Montana  Grain  Growers  Association  in  response 
to  the  surge  of  Canadian  Wlwat  and  Barley  Imports 

Past  trading  practices  of  the  Canadian  Wheat  Board  (CWB)  and  recent  import  surges  of  Canadian  wheat 
and  barley  irito  tfie  U.S.  lead  us  to  t)elieve  Vnat  several  things  must  happen  liefore  U.S.  producers  can  be 
assured  that  ttie  CWB  is  not  violating  the  U.SXanadian  FTA  or  the  NAFTA. 

1.  Some  sort  of  price  transparency  must  be  estahltehad    Under  the  tenra  of  both  the  CFTA  and  the 
NAFTA,  participating  countries  cannot  sell  grains  into  the  other  country  at  less  than  the  acquisition  price. 
We  cannot  monitor  ttie  compliance  of  this  provision  unless  the  CWB  is  forced  to  disctose  the  price  at 
which  they  are  selling  into  either  the  U.S.  or  Mexico.  Currently,  the  CWB  is  free  to  sell  into  the  U.S.  at 
prices  lower  ttian  what  they  pay  their  producers  because  there  is  no  way  to  determine  actual  contract 
prices. 

2.  Transportation  subsidies,  administrative  costs  of  the  CWB  and  all  other  subsidies  of  the  CWB  must  be 
Included  in  calculation  of  the  acquisition  price    Under  the  recent  dumm  ruling,  it  was  determined  that 
neither  the  transportation  subsidy  Canadian  producers  receive  nor  the  administrative  costs  of  the  CWB 
are  to  be  considered  in  the  acquisition  cost.  This  was  a  terrible  mistalce  our  CFTA  negotiators  made  and 
amounts  to  hundreds  of  millions  of  dollars  of  subsidies  that  are  not  counted  in  the  aoquisHion  price. 

3.  End-use  Certificates  must  be  utilized  on  all  grains  being  Imported  into  the  U.S.  Our  law  prohibits  the 
use  of  any  U.S.  export  promotion  programs  On  grain  not  grown  in  the  U.S.  End-use  certificates,  while  not 
a  'cure  aT,  will  he^  assure  that  Canadian  grains  are  not  being  exported  under  our  EEP  and  other  export 
promotion  programs. 

4.  We  must  be  allowed  to  target  Mexico  with  the  Export  Enhancement  Program.  If  Canada  continues  to 
use  undertianded  pricing  practices  to  gain  marlcet  share  in  Mexico,  we  need  a  tool  to  fight  bade  and  to 
bring  them  to  the  bargaining  table. 

5.  American  producers  must  be  given  the  same  access  to  Canadian  markets  that  Canadian  producers 
enfoy  in  U.S.  marlcets.  Currently  U.S.  farmers  have  not  been  allowed  to  sell  bariey  into  Canadian  markets. 
There  may  be  isolated  markets  in  Canada  that  Montana  and  other  Northem  State  producers  could  utilize. 
To  this  point,  the  CWB  has  denied  access  to  those  mart(ets  by  U.S.  producers. 

6.  Be  careful  of  the  direction  budget  deficit  reduction  measures  for  USDA  take.  Using  additional  flex 
acres,  higher  ARP's  and  other  production/deficiency  limiting  measures  are  counterproductive  to  getting 
Canada,  ttie  EC  and  other  competing  countries  to  the  bargaining  table.  The  U.S.  cannot  unilaterally 
disarm  and  expect  our  competitors  to  respect  our  position.  We  must  use  an  aggressive  export  posture  to 
reduce  stocks,  strengthen  prices  and  thereby  reduce  deficiency  price  exposure.  It  is  estimated  that  for 
every  100  milfion  bushel  reduction  In  wheat  ending  stocks,  prices  will  increase  by  about  15  cents  per 
bushel.  That  means  that  on  1 .5  billion  wheat  payment  bushels,  the  budget  could  be  reduced  by  $225 
million  per  year  for  each  100  million  bushel  reduction  in  ending  stocks. 
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The  Effect  of  Canadian  Imports  On  U.S.  Small  Grain  Markets  &  Policy 

It  should  be  noted  that  while  the  impact  on  northem  tier  states  that  compete  directly  with  Canadian  grains 
is  immediate  and  emotional,  the  greater  impact  is  on  the  entire  grain  industry  in  the  U.S.  In  fact,  in  one 
sense  northem  tier  states  do  gain  some  benefits  from  this  trade.  Increased  grain  volume  and  higher 
margins  have  helped  improve  the  profit  margins  of  many  of  our  local  elevators  in  Montana,  Minnesota, 
North  Dakota,  Idaho  and  Washington. 

How  is  a  Kansas  vi/heat  producer  affected  by  Canadian  grain  imports? 

1.)  Lower  prices/Higher  Deficiency  Payments.  It  is  estimated  by  FAPRI  thatforevery  100  million  bushels 
of  increased  carryover  stocks  that  the  price  of  wheat  is  reduced  by  12  to  14  cents.  USDA  has  used  20  to 
25  cents  for  each  1 00  million  bushels.  This  year  the  Canadians  are  expected  to  import  some  72  million 
bushels  of  wheat  into  the  U.S.  If  these  estimates  hold  up,  that  woukJ  mean  that  wheat  prices  could  be 
reduced  as  much  as  15  cents.  On  1 .5  billion  program  payment  bushels  of  wheat,  this  woukj  mean  $225 
million  in  lost  revenue  to  producers  or  $225  million  in  additional  deficiency  payments. 

2.)  Lost  exports.  Imported  Canadian  grain  is  being  exported  as  U.S.  grain.  Some  of  the  wheat  that  has 
been  moving  into  Montana  this  year  has  been  blended  with  Montana  wheat  that  was  exported  to  Japan. 
Currently  Japan  purchases  approximately  60%  of  its  wheat  from  the  U.S.  H  some  of  this  wheat  is  Canadian 
wheat  that  is  counted  against  U.S.  quotas  (Informal),  that  means  less  exports  for  U.S.  growers.  This  is  also 
happening  with  other  U.S.  cash  customers  such  as  Korea  and  Taiwan. 

Mexico  shouW  be  a  prime  market  for  Kansas  and  other  midwestem/southern  wheat  producers. 
However,  this  past  year  Canada  captured  75%  of  that  market  (the  maiket  share  that  the  U.S.  has 
traditionally  enjoyed).  II  is  hard  to  imagine  how  someone  2500  miles  further  away  from  Mexico  could 
capture  that  kind  of  mari<et  share  unless  they  were  using  illegal  pricing  practices.  Unless  we  can  fix  some 
trade  problems  it  is  unlikely  that  Canada  will  give  up  K's  share  of  the  Mexk:an  market. 

3.)  More  Competitbn.  Canadian  durum  imports  and  the  Canadian  Wheat  Boards  practk^e  of  dumping 
durum  on  traditional  U.S.  markets  has  caused  the  kjss  of  Ajnjm  markets.  Canada  now  imports  into  the 
U.S.  25%  of  our  domestic  durum  consumption.  In  1980,  Montana  farmers  planted  500,000  acres  of 
durum  wheat.  In  1991  only  180,000  acres  of  dunim  were  planted.  Those  acres  are  now  being  planted  to 
spring  and  winter  wheats-wheats  that  compete  directly  with  Kansas  producers.  The  same  is  about  to 
happen  in  malt  bariey  production.  As  major  contractors,  such  as  Anheuser  Busch  drop  maK  bariey 
contracts  with  U.S.  producers  and  give  them  to  Canadian  producers,  another  grain  industry  couk)  go  by 
the  wayskje.  Again,  these  acres  will  be  converted  to  raising  spring  and  winter  wheat  in  competition  wHh 
Kansas  growers. 

4.)  Loss  of  Quality  and  Protein  Martlets.  With  the  exceptk>n  of  the  large  amount  of  sprout  and  frost 
damaged  wheat  that  entered  the  U.S.  from  Canada  this  past  year,  most  Canadian  imports  are  high  protein 
spring  wheat  and  high  quality  dumm.  These  grains  supply  quality  and  protein  to  the  U.S.  domestk; 
market.  Kansas  wheat  is  noted  for  its  high  protein  levels  and  is  used  in  the  U.S.  milling  and  baking 
industry. 

5.)  Lost  credibility.  It  is  also  possible  that  some  of  this  imported  Canadian  grain  is  making  it's  way  Into 
export  channels  destined  for  EEP  or  other  U.S.  govemment  concesstonal  sales.  While  if  is  hard  to 
believe  any  company  woukJ  take  the  risk  to  altow  this  to  happen,  it  continues  to  t>e  a  question  that 
Congress  can  use  to  disaedit  EEP  sales. 

6.)  Higher  Taxes.  All  of  these  things  contribute  to  higher  carryovers  and  higher  defk:iency  payments. 
Those  costs  are  counterproductive  to  U.S.  ag  polk:y  and  cause  higher  program  costs  whfch  discredit 
famiers  and  cause  higher  taxes. 


Prepared  by  the  Montana  Grain  Growers  Associatk>n 


83 


DEPUTY  UNITED  STATES  TRADE  REPRESENTATIVE 

EXECUTIVE  OFFICE  OF  THE  PRESIDENT 

WASHINGTON.  D.C.  20506 

^^P  1       1992 
Mr.    Chuck  Merja 

President 

Montana  Grain  Growers  Association 

P.O.  Box  1165 

Great  Falls,  Montana  59403 

Dear  Mr.  Merja: 

Ambassador  Hills  asked  me  to  respond  to  your  letter  of  July  23, 
in  which  you  expressed  your  concerns  about  the  North  American 
Free  Trade  Agreement  (NAFTA)  negotiations.   In  particular,  you 
had  hoped  that  the  NAFTA  would  address  Canadian  price 
transparency  and  Canadian  rail  subsidies. 

As  you  probably  know.  President  Bush  announced  on  August  12  that 
negotiations  aimed  at  creating  a  North  American  Free  Trade 
Agreement  have  been  successfully  completed.   The  NAFTA  sets  out 
separate  bilateral  undertakings  on  cross-border  trade  in 
agricultural  products,  one  between  Canada  and  Mexico,  and  the 
other  between  Mexico  and  the  United  States.   Generally,  the  rules 
of  the  U.S. -Canada  Free-Trade  Agreement  (FTA)  on  tariff  and  non- 
tariff  barriers  will  continue  to  apply  to  agricultural  trade 
between  Canada  and  the  United  States. 

With  respect  to  its  import  barriers  on  wheat,  Mexico  will 
immediately  eliminate  its  import  licensing  requirement  as  soon  as 
the  NAFTA  takes  effect.   Mexico  will  apply  a  15-percent  duty 
initially,  but  that  duty  will  be  phased  out  over  a  10-year 
period.   By  the  end  of  a  decade,  all  trade  in  wheat  and  wheat 
products  within  the  North  American  region  will  be  free  of  tariffs 
and  non-tariff  barriers. 

In  the  course  of  negotiating  the  NAFTA,  we  were  unable  to  further 
address  the  issues  of  Canadian  price  transparency  and  Canadian 
rail  subsidies.   Canada  simply  refused  to  move  on  these  issues, 
citing  the  fact  that  tiiese  matteis  are  caxteutly  the  subject  of  a 
formal  bilateral  dispute  under  the  terms  of  the  U.S. -Canada  Free- 
Trade  Agreement. 

You  may  be  aware  that  we  are  engaged  in  a  bilateral  FTA  panel 
process  with  Canada  with  regard  to  the  sale  of  wheat  into  the 
United  States.   We  have  agreed  that  a  panel  will  examine  the 
meaning  of  Article  701.3  of  the  FTA,  which  requires  that  Canada 
(and  the  Canadian  Wheat  Board)  not  sell  wheat  into  the  United 
States  below  acquisition,  storage  and  handling,  and  other  costs. 
As  a  part  of  its  examination,  the  panel  will  determine  whether 
the  transportation  subsidies  provided  under  the  Western  Grain 
Transportation  Act  (and  other  transportation  costs  paid  by  the 
Government  of  Canada)  should  be  included  in  the  cost  calculation. 
We  have  also  asked  the  panel  to  recommend  that  Canada  provide 
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Mr.  Chuck  Merja 
Page  Two 

data  on  an  ongoing  basis  so  that  we  can  verify  compliance  with 
the  provisions  of  the  FTA.   We  expect  to  have  a  final  panel 
report  by  December  7,  1992. 

The  NAFTA  does  contain  a  provision  on  export  subsidies.   Given 
Canada's  reluctance  to  deal  with  the  price  transparency  issue, 
our  objective  in  drafting  language  on  export  subsidies  in  the 
NAFTA  was  to  maintain  our  ability  to  match  Canadian  subsidies  in 
the  Mexican  market,  or  to  meet  subsidized  competition  from 
outside  the  NAFTA  region  into  the  Mexican  market.   The  language 
that  was  ultimately  agreed  to  on  export  subsidies  will  enable  us 
to  continue  to  protect  our  interests  and  to  meet  subsidized 
competition,  when  necessary,  in  our  fastest  growing  agricultural 
export  market. 

Sincerely, 


.Julius  L.  Katz 
JLKrmlh 


-^^ 
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It  isn't  what  we  don't  produce;  it's  what  we  don't  sell  that  matters  to  the  market! 

ENDING  WHEAT  STOCKS  VS.  SEASONAL  AVERAGE  PRICE 

In  millions  of  bushels  and  price  per  bushel 
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The:  •i'ol  lowing  i  o  the  tofttimony  I  gave  in  Gt.  Tnllia  rogarrti  ng  the 
(nt>S't>tnt?nt  of    Conodian  wheat  into  the  U.S.  mar t'.BtK. 

(Tiiven  the  pur-pocc  of-    thi«  mesting  I  havo  what  oomp  of    yau  will  regard 
aa    good  ncwc  and  what.  Bome  o-f  you  will  regard  as  bad  newE.   The  good 
news:,  will  br->  that  I  woe.  born  in  Havre  and  graduated  from  Montana  GtatD 
Uni  vorsit  V .   "f  ti«  b»d  ncwn  will  ba  that  l '  va    been  a  Canadian  grain 
•farmor  -for  17  yciars. 

Wes  BhciuJd  I'irst  reflect  on  what  the  Canadian  Whsat  Board  is  and 
how  it  works.   It  i*;  e  total  monopoly.   In  a  psr-Pect  world  that  should 
be   a  perfect  system  to  market  our  grain.   As  we?  all  know,  humane 
sometimes  screw  up  ptsrfect  things.   They  have  covered  us  with  a 
security  blanket  and  made  an  industry  O'f  very  poor  marketers.   We  don't 
ask  t?nough  tough  qutpstions  about  theum  because  we  don't  undet  stand 
what's  going  on. 

The  vast  majority  o-f  grain  coming  down  into  the  U.S.  was  Wheat 
Board  grain  cither  sold  by  them  or  through  their  accredited  e^tport.ers. 
1-f  you  think  it's  tough  f-or  an  ftmerican  producer  to  get  grain  into 
Canada,  try  ae  a  Canadian 

producer  ttj  g*?t  grain  out  of  Canada.   The  Wheat  Board  can  eell  so 
competitively  into  the  northern  tI.E.  with  trucking  programs  hecause 
they  rnri  ur^e:   their  at.irrerti  t  ed  exporters.   We  give  them  o  64  cent  per 
bi'5he)  basis  right  out  oF  our  pocketB  before  the  grain  even  leaves,  the 
Canaoian  elevator. 

Example:  I  haul  in  a  1500  bushel  load  and  sell  it  to  my  local  elevator 
company.  F'icking  that  ;  oad  up  right  behind  me  is  a  semi  that  will  haul 
it  tn  the  ctates.  f-or  the  Board,  with  the  elevator  company  acting  as  the 
accredited  «;:portBr.  The  company  will  charge  me  22  cents  par  bushtsl  to 
run  my  wheat  up  the  leg  and  back  down  into  the  other  truck.   I  will  be 
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charcjod  7  cwnte  per  bushel  claanlng  ch«rg»a  »•  ell  Canadian  gr«jn  in 
e^:pol•t  position  is  usually  cleanod.   This  araln  ion't  cl»an»d,  but  to 
auppciSP-dJy  make-  it  ■Tair  in  th»  whole  ■yatam.  I  have  to  pay  cloaning 
charges.    I'm  charged  35  cesnts  par  bu»hol  -Prolght  chargaa  ac  i-i»  all  pay 
<"i-«ight  to  the  tarminal  ehargec.   Thio  grain  doesn't  go  to  thp  coaat., 
but  WD  pay  the  •freight  3nv*»»y  ac  that  is  suppocnd  to  bo  faif  to 
Dver>/one.   With  a  •free  64  cont  basis,  who  couldn't  marl-ot 
cofflpet  i  t  i  ve 1 y . 

Regarding  trade,  both  countria*  c*me  to  the  table  with  our 
ELuitrase  of  sins.   While  both  partieE  should  have  mutual  intereete  and 
goals^  an  action-reaction  scenario  seems  to  prevail.   We  can't  lose 
Bight  o-F  our  aoal  to  get  the  Europeans  out  of  the  export  Bubsidy 
bu6in€3Be.   The  times  seemo  to  be  now  to  put  pressure  on  them.   Germany 
iB  out  of  money,  France  is  bending  on  some  issuee..   Can't  we  ae 
ripighbors  get  tognther,  -form  mutual  ideas,  goals,  go  forward  with  them, 
arm  in  arm,  not  one  behind  the  other  taking  turns  kicking  each  other  in 
the  butt. 

I  recently  attended  the  Canadian  International  Grains  Institute 
Conference.   This  put  Canadians  and  American  •farm  leaders  together,  sat 
thpm  down,  taught  them  esch  others  systems.   Major  American  farm 
organ] zati nns,  house  agricultural  committeec,  and  American  government 
vaQonrtp?  wei'e  represented.   The  first  day  there  was  some  animosity,  the 
second  day  understanding  and  by  the  third  day  we  understood  most  of  the 
problems  we  were  both  having.   Dina  Butcher,  Executive  Director  of 
North  Dakota  Grain  Growers,  and  North  Dakota  Duram  Crowerc  will  testify 
ir  front  of  you  in  Fargo  later  today,  and  her  perspective  changed 
dramatically  in  the  7  days  she  spent  with  us  in  Winnipeg.   One  example 
o<-   working  things  out  was  during  one  of  the  sessions  we  got  to  meet 
with  Charlie  Mayer,  Canada's  ftg.  Minister.   End-user  certificates  were 
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brought  up  by  the-  American  delegntion.   Mr.  Mayer  ototed  that  i-f  thoy 
wero  «  prohleir.,  let'ti  get,  rid  04=  them.    If  you  would  have  ashed  thr 
C^anadian  Whent  Board  a  lOOO  timee.,  the  answer  would  always  have  been 
no,  but  th*t5»  typec  O'P  iBcuRS  can  bi*  worked  out  i+  the  right  parties 
are  involved. 

From  an  American  producers'  porspsctivs,  E.E.P.  probably  CBsniB 
liUc  a  good  deal.   Your  government  ctood  up  and  protsetod  the 
producers,  took  on  t^le  Europeans  and  protected  the  export  market^..   Ab 
a  Canadian,  the  program  has  totally  devaetsted  our  industry.   You  E.E.P 
.  a  mai-ket,  the  Wheat  Board  reacts,  more  Canadian  farmRrs  go  broke. 
E-E-P-ing  Mexico  wouldn't  do  a  thing  to  the  Board.   They  will  go  in  and 
retain  their  market  share  .  but  it  will  be  done  out  of  our  pockets. 
There  arc  no  winnwrs  in  this  scenario.   Head  to  head  battlPB  with  the 
Wheat  Board  only  resultc  in  more  Canadian  farmers  going  broke. 

With  no  functional  support  program  in  Saskatchewan,  my  return  for 
last  years  crop  will  be  around  *1.60  /  U.S.   How  many  U.S.  producers 
could  survive  on  that"^   Please,  don't  force  It  lower.   There  is  getting 
to  be  more  and  more  political  will  to  make  changec  into  the  Board's 
policies.   The  Continental  Barley  Market  and  changing  the  method  of 
payment  (■oi"  the  Crow  benefit  Are   examples  of  that.   T'lease  use 
political  pressure  and  not  head  to  head  battles  when  challenging  the 
Board.   If  there  are  acrew-ups,  prove  them,  document  them,  bring  them 
forwerd  to  thn  Canadian  trains  Council,  the  Minister's  o-f  f  ice  pr  one  of 
thr  M.L.A.s.   Don't  go  head  to  head  with  them,  because  we  the  producer 
alwayc  end  up  paying  for  the  battle. 

1   To  be  -Teir.  we  all  have  to  give  the  Board  credit  for  trying  to  do  a 
job  in  r,  heavily  subsidized  export  market,  and  it  can't  be  an  easy  job. 
In  cJosing,  as  neighbors   can't  we  sit  down  In  some  form  of  producer 
based  grDi.(p  and  work  out  our  difforcncee?   Many  of  us  aren't  proud  of 
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wcime  af    tHi>  art:ion«  of    the  Canadian  Mheat  Board,  whila  1  would  hopo 
many  of  you  aren't  pi'oud  o*  the  dovaatatien  that  E.E.P.  haa  had  on  niir 
indur.try.   Continuing  actions  baeod  directly  at  the  Canadian  Wh*at 
Doai-cl  will  only  t-»Bult  in  the  total  collapse  o^^  our  Canadian  grain 
industry.   Who's  th»  winner  then? 

1  br>]  ievc  we'd  cut  a  much  wider  swath  by  linking  arms  and  going 
forth  together. 

Thanlr  you  for  your  tine. 


Conrad  Johnson 

Box  29 

Bracken,  Saskatchewan 

306-293-2902 


Canada 
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Canabian  l^mbassg  '^'S^v'         ^mbaeeabe  bu  (Tanaba 


501   Pennsylvania  Avenue,    N.W. 
Washington,    D.C.      20001 

June  8,    1993 


Tim  Johnson,  Chairman 

U.S.  House  of  Representatives 

Committee  on  Agriculture 

Subcommittee  on  General  Farm  Commodities 

Room  1301  Longworth  House  Office  Bldgn 

Washington,  D.C.  20515 


Dear  Chairman  Johnson, 

The  Canadian  Wheat  Board  has  forwarded  to  the 
Government  of  Canada  your  invitation  to  appear  in  front  of  the 
Subcommittee  on  General  Farm  Commodities  on  June  11  in  Grand 
Falls,  Montana.   As  a  matter  of  practice,  federal  officials  do 
not  testify  in  front  of  U.S.  House  or  Senate  Committees. 
Nevertheless,  on  behalf  of  the  Government  of  Canada,   I  would 
like  to  submit  the  attached  information  on  bilateral  trade  in 
grain  and  grain  products  between  Canada  and  the  U.S.  to  be 
included  as  part  of  the  record  of  the  hearing. 

Yours  sincere 1 


tours  sincere lv<-- 


C41ine  Duguay 

First  Secretary  (Agriculture) 


attachment 


c.c.   U.S.  House  of  Representatives 
Committee  on  Agriculture 
Members  of  the  General  Farm  Commodities  Subcommittee 
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BILXTKKAI.  ORAIW  TRADB  -  rXCTg  MID  FIOTOBa 

DURUM  PRODUCTIOM  IN  THE  UNITED  STATES  AND  CANADA 

Over  th«  past  decade,  U.S.  durua  wheat  production  has  varied 
widely,  from  a  low  of  45  million  bushels  in  1988/89  (which 
was  a  drought  year)  to  a  high  of  122  million  bushels  in 
1990/91. 

Annual  durum  production  has  averaged  104  million  bushels 
since  the  1988/89  drought.   1992/93  U.S.  durum  production 
(97.2  million  bushels^  is  in  line  with  the  ten-vear  annual 
average  U.S.  production  since  1983/84. 

U.S.  acreage  reduction  prooraM  have  not  led  to  a  decline  in 
'fluryi  production.   U.S.  durvu  acreage  fluctuates  greatly 
from  year  to  year;  up  25%  in  1989/90  over  1988/89  and  down 
23%  in  1992/93  from  1991/92.   Since  1981,  total  U.S.  wheat 
acreage  has  fluctuated  from  a  low  of  53  million  acres  to  a 
high  of  over  80  million  acres,   since  1989/90  rising  yields 
have  offset  anv  decline  in  harvested  U.S.  durum  acreage. 

Canadian  production  is  more  stable  because  planting 
decisions  are  based  on  market  and  agronomic  (i.e. moisture 
levels)  conditions,  whereas  U.S.  policies  are  subject  to 
change  annually,  albeit  within  ranges. 

1992/93  Canadian  durum  production  was  at  its  lowest  point 
since  the  1988/89  drought,  and  at  3.1  million  tonnes  (113 
million  bushels)  was  slightly  below  the  ten-vear  average. 

Acreage  devoted  to  wheat  production  in  Canada  has  been 
relatively  stable  since  1981.  averaging  33  million  acres 
over  the  past  5  years. 

Canadian  durum  wheat  areas  are  semi-arid;  much  of  the  area 
cannot  ba  cropped  in  successive  years.   Over  22  million 
acres  are  left  uncropped  (i.e..  in  summerfallow)  annually. 

In  contrast,  U.S  producers  in  north  central  states  have  more 
opportunity  to  diversify  into  crops  other  than  durum  wheat, 
e.g.,  other  spring  wheat,  oilseeds.  The  1990  U.S.  Farm  Bill 
encouraged  diversification  into  more  specialized  crops  such 
as  sunflowers.   U.S.  farmers  also  benefit  from  subsidized 
irrigation  schemes  allowing  crops  to  be  grown  that  cannot  be 
produced  in  Canada  because  of  lack  of  moisture. 

U.S.  IMPORTS  FROM  CANADA 

The  trend  of  increasing  U.S.  imports  of  Canadian  durum  began 
in  1986/87  and  coincided  with  the  implementation  of 
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aggressive  use  of  the  Export  Enhancement  Program   (EEP)  for 
durum  wheat.   The  Canadian  share  of  the  U.S.  domestic  duruy 
supply  has  risen  since  the  EEP  came  into  effect.   This  trend 
had  already  begun  in  the  1986/87  Canadian  crop  year  with 
Canadian  exports  of  61,524  tonnes.   In  that  same  year,  U.S. 
durum  wheat  exports  under  EEP  increased  from  50,000  tonnes 
to  1.27  million  tonnes.   Successive  years  of  drought 
(1987/88  and  1988/89^  in  the  United  States  coincided  with 
this  higher  level  of  subsidized  U.S.  durum  exports. 

The  1990  International  Trade  Commission  (ITC)  report 
confirmed  the  fact  that  U.S.  subsidized  exports  in  l9aft  and 
1989  left  U.S.  millers  short  of  required  gualitv  durum 
stocks.   U.S.  millers  quickly  became  acquainted  with  the 
consistently  reliable  high-quality  wheat  that  Canada 
provides. 

The  ITC  noted  that  "The  durum  wheat  market  is  extremely 
quality  conscious.   Sales  of  Canadian  durum  to  U.S.  millers 
were  due  to  factors  other  than  price,  such  as  quality, 
cleanliness  and  forward  purchasing  contracts.   The  Canadian 
marketing  system  is  able  to  supply  a  larger  quantity  of 
higher  grade  product  per  unit  of  durum."  This  applies  to 
world  markets  as  well  as  the  domestic  U.S.  market. 

ROLE  OF  THE  CANADIAN  WHEAT  BOARD 

The  role  of  the  Canadian  Wheat  Board  is  to  act  as  a 
marketing  agency  for  grains  grown  in  the  Prairie  provinces 
for  export  and  for  human  consumption  in  Canada.   Its  mandate 
is  to  sell  the  most  grain  at  the  most  favourable  prices  for 
Canadian  producers. 

Canadian  grain  exports  to  the  United  States  are  the  result 
of  competitive  and  fair  pricing  by  the  Canadian  Wheat  Board 
and  of  Canada's  reputation  for  a  consistently  high  quality 
product . 

The  1990  ITC  study  on  conditions  of  competition  in  the  durum 
wheat  industries  confirmed  that,  on  average.  Canadian  prices 
in  the  U.S.  market  were  slightly  higher  than  prices  charged 
by  domestic  U.S.  suppliers;  i.e..  thev  were  not  undercutting 

the  U.S.  market. 

The  audit  process  recommended  by  the  FTA  durxim  panel  will 
provide  evidence  on  whether  Canada  has  complied  with  Article 
701.3  on  sales  of  durum  wheat  to  the  United  States. 

The  ITC  report  also  concluded  that  U.S.  export  subsidies 
under  the  Export  Enhancement  Program  drew  supplies  out  of 

...12 


93 


-  3  - 

the  United  States,  helping  to  depress  prJCgg  in  thJCd 
country  markets  while  adding  upward  pressure  on  domegtic 
U.S.  prices.   This  makes  the  United  States  a  high-price 
market,  attractive  to  commercially-minded  exporters. 

Deficits  in  the  Canadian  Wheat  Board  pool  accounts  have  been 

rare; onlv  three  in  the  wheat  pool  and  PHQ  in  the  "JMrUB 

pool.   The  1990/91  pool  deficits  for  wheat  and  durum  wheat 
were  caused  by  a  sudden  unanticipated  decline  in  world 
prices  due  largely  to  the  accelerated  aggressive  use  of 
export  subsidies  in  world  markets.   This  was  accentuated  by 
record  world  wheat  production  which  was  unforeseen  at  th« 
time  initial  prices  were  set  in  April  1990. 

Measures  have  since  been  taken  to  avoid  a  repetition  Of  such 
deficits.   Initial  payments  are  now  announced  in  mid-to-late 
July,  just  prior  to  the  beginning  of  the  crop  year.   This 
substantially  increases  the  accuracy  of  available  market 
information. 

However,  U.S.  policies  continue  to  adversely  affect  world 
grain  prices.   This  is  confirmed  bv  an  April  1993  ITC  report 
which  found  that  important  factors  contributing  to  changes 
in  world  wheat  prices  were  the  decline  in  the  U.S.  loan  raf 
for  wheat  and  the  Export  Enhancement  Program. 

Contract  prices  in  the  international  grain  trade  are  not 
released  by  either  buyers  or  sellers  for  reasons  of 
commercial  confidentiality.   This  is  the  case  both  in  Canada 
and  the  United  States. 

WESTERN  GRAIM  TRANSPORTATION  ACT  fWGTA^ 

The  WGTA  raises  prices  to  producers  in  surplus  production 
regions  of  the  prairies;  it  does  not  reduce  prices  in  export 
markets. 

The  FTA  durum  panel  report  confirmed  that  subsidies  paid  by 
the  WGTA  through  Thunder  Bay  are  domestic  subsidies  since 
they  are  not  contingent  on  export. 

FTA  Article  703.5  already  disallows  WGTA  subsidies  on 
Canadian  agricultural  exports  to  the  United  States  through 
west  coast  ports. 

Domestic  subsidies  such  as  the  WGTA  are  being  addressed  in 
the  Uruguay  Round  of  the  GATT. 
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CANADA-UNITED  STATES  TRADE  IN  AGRICULTURAL  PRODUCTS 

In  1992.  bilateral  trade  in  all  agricultural  products 
totalled  almost  Cdn  SlO.5  billion,  a  50%  rise  from  1988 -s 
level  of  less  than  Cdn  $7  billion.   This  trade  is  ii> 
balance,  with  exports  from  both  countries  exceeding  Cdn  S^ 

1992  trade  in  grains,  oilseeds  and  their  products  exceeded 
Cdn  S2.S  billion,  a  $1  billion  increase  from  1988  levels. 
This  trade  was  also  in  balance,  with  Canadian  exports  to  the 
United  States  at  roughly  $1.3  billion  and  U.S.  exports  to 
Canada  exceeding  $1.1  billion. 

The  value  of  Canadian  grains  extxarts  to  the  United  States  in 
1992  was  Cdn  S395  million,  an  increase  of  1SS%  since  1988. 
over  the  same  period.  U.S.  exports  of  grain  products, 
including  pasta,  to  Canada  have  risen  to  Cdn  S352  million. 
an  increase  of  146%. 

Canadian  imports  of  animal  feeds  from  the  United  States  have 
also  sho%m  a  marked  increase  in  five  years,  rising  65%  to 
Cdn  S306  million  in  1992. 

The  value  of  Canadian  imports  of  U.S.  pasta  products 
forigjnatina  in  Ohio.  Minnesota,  etc.)  has  risen  almost  6 
times  between  1988  and  1992  to  exceed  S6Q  million.   North 
DaJcota  is  also  a  significant  supplier  of  pasta  to  Canada 
with  1992  exports  at  $2.5  million,  a  590%  increase  since 
1988. 

1991  Canadian  imports  of  U.S.  pasta  products  almost  doubled 
in  value  from  the  previous  year,  while  exports  of  Canadian 
durum  to  the  United  States  remained  static.   Statistics  for 

1992  indicate  an  increase  in  trade  in  both  directions  for 
both  pasta  and  durua. 

Some  of  the  states  that  complain  about  Canadian  exports  of 
durum  wheat  depend  heavily  on  the  Canadian  market  for  their 
otm  overall  exports.   For  example,  in  1990,  almost  two- 
thirds  of  North  Dakota's  exports,  and  almost  one-half  of 
Montana's,  went  to  Canada. 
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We  have  a  vigorous,  mutually  beneficial  balanced  trade  in 
agricultural  products,  including  grain  and  grain  products, 
between  Canada  and  the  United  states. 

This  trade  has  been  growing  in  recent  years  in  both 
directions.   This  growth  is  attributable  to  a  number  of 
factors.   None  of  them,  however,  point  to  unfair  trade 
practices. 

It  is  not  possible  to  characterize  some  parts  of  this  * 
growing  trade  as  "good"  and  some  parts  as  "bad" .   An 
expansion  of  trade  is  precisely  what  was  intended  under  the 
Canada-U.S.  Free  Trade  Agreement  (FTA) . 
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Canada-USA  Trade  in  Grains 
and  in  Grain  Products 
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Canada-USA 
Agricultural  Trade  -  All  Products 
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PRAIRIE  nnry 


Aberta  Pool  •  Saslolchewan  Wheat  Pod  •  Manitoba  Pool  Bevators 


June  7, 1993 


Mr.  Tim  Johnson 

Chairman 

Subconunittee  on  General  Farm  Commodities 

Committee  on  Agriculture 

U5.  House  of  Representatives 

Room  1301,  Longworth  House  Office  Building 

Washington,  D.C  20515 


Dear  Mr.  Jotmson, 


On  behalf  of  the  Alberta  Wheat  Pool,  Saskatchewan  Wheat  Pool  and  Manitoba  Pool 
Elevators  I  would  like  to  thank  you  for  the  invitations  to  participate  in  your 
Subcommittee's  hearings  on  Friday,  June  11,  1993.  The  invitations  were  referred  to 
Prairie  Pools  Inc.  GPPD  which  is  the  policy  arm  of  the  three  Prairie  wheat  Pool 
cooperatives. 

Unfortimately,  PPI  will  not  be  able  to  participate  in  your  hearings,  however  we  would 
pleased  to  provide  any  information,  or  respond  to  any  questions  you  or  other  members 
of  your  Subcomnuttee  may  have. 

PPI  would  like  to  express  to  the  Subcommittee  our  concerns  over  the  effects  of  the  Export 
Enhancement  Program  on  prices  which  must  be  accepted  by  Canadian  farmers  if  they 
are  to  sell  their  product.  The  EEP  has  placed  enormous  downward  pressure  on  the 
prices  which  Canada  can  obtain  in  many  of  its  traditional  markets  such  as  China  and 
Algeria.  US.  formers  are'  isolated  from  these  effects. 

History  has  shown  that  in  the  case  of  wheat  and  barley,  the  EEP  has  not  accomplished 
the  purpose  for  which  it  was  implemented,  that  is  to  increase  the  US.  share  of  the  world 
market,  rather  it  seems  Ukely  that  the  EEP  draws  US.  grain  to  subsidized  markets  and 
away  from  non-subsidized  markets,  which  is  not  in  the  long  term  best  interests  of  U.S. 
producers. 


Aqnl  Bank  (>n»«.  90  Spate  Stat  Si*  724.  Oltaa  Casta  KIP  SB4:Tclepl)m  (613)  S9Mm  Fax  (60)  232-7043 
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Unfortunately,  the  U.S.  response  to  the  problems  which  are  caused  by  the  EEP  has  all  too 
often  been  to  increase  the  amount  of  the  subsidy  or  expand  the  list  of  eligible  buyers. 
We  would  encourage  your  Subcommittee  to  seriously  examine  the  effects  of  the  EEP  on 
the  international  market  place,  and,  in  the  long  term,  on  US.  grain  producers. 

Once  again,  the  Pools  appreciate  your  invitation  to  appear  before  the  Subcommittee.  We 
understand  that  Saskatchewan  Wheat  Pool  (SWP)  has  requested  that  it  be  allowed  to 
attend  the  hearing  as  an  observer.  PPI  supports  SWP  in  its  request.  Should  you  have 
questions,  or  require  additional  information,  please  let  us  know. 


Yours  Truly, 


yC^Z.^.^^^,^.^^^  £^ 


Kenneth  Edie 
Chairman 


Copies  to:  R.  Schmilt,  Alberta  Wheat  Pool 

L.  Larsen,  Saskatchewan  Wheat  Pool 
C.  Swanson,  Manitoba  Pool  Elevators 
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Box  222 

Outlook.  Mt  59252 

June  9,  1993 


Subcoranlttee  on  General  Farm  Coonodltles 

Cooraittee  on  Agriculture 

U.S.  House  of  Representatives 

Room  1301 »  Longworth  House  Office  Building 

Washington,  D.C.  20515 

Dear  Chairman  Johnson  and  Ccnnlttee  Members: 

Durum  Is  a  crop  that  can  only  be  raised  In  certain  areas  of 
the  United  States.  Northeastern  Montana  being  one  of  these 
select  areas.  Durum  producers  in  the  past  received  a  premium 
for  their  connodity,  at  times  up  to  two  dollars  or  more  a 
bu^el .  Since  the  Canadian  Free  Trade  Agreement,  durum 
producers  have  seen,  with  the  Canadian  durum  entering  our 
market,  a  decrease  in  the  premium  to  the  point  where  last 
harvest  durun  was  one  dollar  or  more  below  spring  wheat  in 
price. 

Canadian  durum  producers  have  to  sell  through  the  Canadian 
Wheat  Pool.  If  the  Pool  calls  In  their  dutm  at  •3.40  a 
bushel,  then  that  Is  what  they  will  receive  when  the  durum  is 
delivered  to  their  local  elevator.  In  the  United  States  one 
can  hear  that  the  market  for  durum  Is  M.IO  a  bu^el  at  port, 
but  the  producer  at  the  local  level  in  Northeastern  Montana 
will  receive  as  much  as  tl.20  below  this  price,  or  #2.90  a 
bushel,  when  the  grain  is  delivered  to  the  local  elevator,  as 
the  producer  is  the  one  who  pays  the  shipping  cost  to  port. 
The  United  States  does  not  have  a  'crow  rate'  like  Canada 
that  pays  for  the  shipping  of  grain. 

According  to  the  Hay  24.  1993  AGWEEK,  durum  production  in  the 
United  States  Is  down  17  percent  this  year.  Durum  has  been 
the  main  crop  raised  on  our  farm  since  1972,  this  year  we  did 
not  seed  any  dunai  because  of  the  continuing  falling  price. 

In  the  sane  Issue  of  AGWEEX  Brian  Buckley  a  Consul  General  of 
Canada  states  that  the  United  States  accounts  for  less  than 
14  percent  of  the  total  Canadian  export  of  durum.  Why  Is  the 
United  States  importing  a  coonodlty  that  can  be  produced  In 
the  United  States? 

The  Canadian  government  has  recently  gave  the  farmers 
permission  to  sell  their  barley  In  the  United  States  without 
going  throuflti  the  Wheat  Pool.  The  ag  experts  in  the  United 
States  expect  the  barley  prices  to  fall  because  of  this  new 
Influx  of  barley  from  Canada.  Will  durum  be  the  next 
commodity  that  Canadian  producers  get  permission  to  haul 
direct  to  United  States  markets? 
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On  any  given  day  the  people  of  Northeastern  Montana  can 
observe  cattle,  hOgs,  and  grain  entering  the  United  States 
from  Canada.  We  don't  see  the  Canadian  people  or  government 
paying  Incone  taxes  to  support  the  government  of  the  United 
States  or  our  roads  over  which  their  comraodltles  are  being 
transported.  The  time  has  came  that  the  United  States 
government  put  the  people  of  the  United  States  ahead  of  the 
other  people  in  the  world.  Farmers  deserve  the  chance  to 
make  a  decent  living  by  getting  a  fair  price  for  their 
commodities  without  the  influx  of  Canadian  coflnoditles. 


Sincerely, 


ocPm^ 


TERl  rBLLON 
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Rep,  Pjrt  WDiams ' 
Courthouse  Annex 
325  2nd  Ave.  N. 
Gt  FaDs,  Mt  59401 


My  name  is  Jack  Greenwood  and  I  am  a  grain  farmer  from  Wolf  Point,  Ml.  On  Januaiy  19th 
1993  I  signed  a  contract  with  ttie  local  General  Mills  Elevator  to  deliver  10,000  bu.  of  grain.  I  was 
allowed  to  haul  some  of  it  and  was  then  told  I  couldn't  haul  until  after  they  baded  a  train  of 
Canadian  grain.  I  was  then  aDowed  to  haul  a  little  more  but  was  again  told  lo  quit  hauling.  \X'hen 
it  was  determined  that  I  had  high  protein  in  my  wheal  I  was  told  I  could  haul  but  lliusc  with  low 
protein  would  not  be  allowed  to  haul  until  the  C^adian  grain  was  loaded.    Vhe  loading  of  the 
Canadian  grain  also  created  a  shortage  of  hopper  cars.  Some  local  fanncrb  were  forced  lo  wait  for 
three  to  four  months  to  fill  thdr  contracts  and  get  badly  needed  operating  money. 

Thank  You 


mk  YOU  /\ 


Jakjc  W.  Greenwood 

Box  249 

Wolf  Point,  Mt  59201 
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Hellies'  Incorporafed 


Grain  and  Livestock 


Whitewater,  Mont.  Ph.  674-5WO 
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Hellies'  Incorporated 


Grain  and  Uvestodc 

Whit0w>ref(  Moot*  bl  ^vj^^uf o 

s^^^  u<-<?  -Aw  ilv.^^5-^  ^  /^.  t-^-^,  Uv-E^  jr 
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Ric  Lamb 

George  Lamb 

R  &  G  Quality  Feed  Inc. 

Box  160 

Malta  MT     59538-0160 

406-654-1530 


We  own  a  feed  plant  and  grain  elevator  in  Malta,  Mt.   e  have  been  directly 
affected  by  the  Free  Trade  Agreement. 

We  purchase  wheat  and  deliver  it  to  the  unit  train  market.  Many  times  last 
winter,  our  grain  semi-trucks  sat  behind  10-14  Canadian  trucks  in  line  at 
the  grain  terminal.  Many  days,  we  could  only  haul  limited  amounts  of  grain 
because  the  elevators  were  full.  Grain  cars  were  hard  to  come  by.  Every 
truck  load  of  Car.adicin  grain  meant  .one  less  truck  load  of.'atHS  farmer's 
grain  was  going  to  get  to  meurket  in  a  timely  manner. 

The  Canadian  Wheat  Board  made  a  deal  with  scxne  of  the  large  Canadian  feed 
companies  that  allowed  them  to  use  up  to  70  percent  by  weight  of  beurley  in 
a  ration  and  not  go  through  the  Wheat  Board.  Large  amounts  of  range  pellets 
came  down  into  our  eirea. 

Tliey  are  using  us  for  a  dunping  ground  for  low  quality  grain  in  the  feed. 
This  cut  rate  feed  makes  it  hard  for  a  US  feed  plant  to  operate. 

When  Canadians  try  to  take  chemical,  salt  and  fertilzer,  and  fuels  from  here, 
they  have  to  pay  duty  emd  a  7  percent  tax. 

Last  week,  we  had  two  Canadian  ranchers  buy  bloat  blocks  here  auid  both  had  to 
retufn  them   "      _ 
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because  they  weren't  allowed  across  the  border  with  them. 

It  seems  to  us  that  they  (Canada)  have  free  access  to  our  markets  and  we 
are  limited  severly  in  theirs. 

Thank  you. 


Georgp  Lamb^  ^ 
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DANIELS  COUNTY 


June  4,  1993 


PWl»H-br«rKjftxlrt»n»ml«al«n«moTB'1   *o«p«M»     / 

V.J" /<-:///.  .. 

*tTfij,j, ^ /.-i    ^*''- 

e*. 

e* 

W. 

Wl*M* 

»..»■ 

Kji4 

Mrs.  mry  Nicl9«i> 
302  North  llaael 
Plantywoo^,  KT  59254 

UMur  Maxy: 

You  nay  call  Daniels  Co^nty  a  captive  oounty  when  it  eocne»  to 
transportation.  With  tha  loss  of  rail  sArvio*  trom  Soobey  to  Opheiin 
two  yftsrs  ago,  r^eavy  trucks  began  hauling  grain  <m\  Highway  No.  24B. 

Since  Auguatf  1992,  700,000  to  800,000  bu9h«1ft  have  been 
liauled  by  tnirk  to  Seobey  fron  the  west  end  of  ixinials  County  and 
Che  northeast  comer  of  Valley  County,  ihii  is  all  grain  that  should 
have  been  shipped  by  rail.  Many  mora  thouszuv^s  of  hiiRh<^ls  oarne 
from  this  "wjok*  Aroa  by  truck,  through  Soobey,  and  tlien  to  WhitetAxl 
on  the  Soo  J.lne  Railway  because  burlington  Northern  did  not,  or 
oould  not,  provide  enough  grain  cars  to  fill  tha  local  demand. 

Hig)ivMy  No.  248,  Opheiitt  to  Scobay,  is  a  Secondary  Highway 
that  haa  acverely  deteriorated  becausa  of  this  hMvy  traffic. 

It  is  very  crucial  t)»at  rail  service  be  maintained  and  that 
the  Scobey-Opheim  branch  line  be  brought  back  into  service. 

Harvest  States,  oui-  luuol  grain  elevator,  has  hajtdlod 
2, SOO, 000  bushels  in  the  pent  j'oar. 

The  oounty  is  hard  pressed  just  to  maintain  our  oounty 
gravel  roads  and  ceal  the  oraieks  on  the  8*mn<1ary  roadd 

BCMV)  or  COUOTV  COtfllSSJONRRS 
baniela  County,  Montana 


By  Luveme  Nitskens,  Comissioner 
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Valley  County 
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Ml  Court  Squirt 
OiMflM.  Mom*nt  tszao 

Phen*  (4M)  aaB4ax\ 

FAX  (40«)  aaS4027 


TO:  Cangr»s*a«n  Pat  Willltas 
FROJIt  ValX*y  County  CoBBl«alen»ra 
REt  Zfipaet  of  Qraln  Trucks  en  Highvaya 
Jun*  le.  1993 

Th*  Valley  County  Ce»»isaiena  ar*  oppoaad  to  grain  nevtng 
freia  Canada  to  th*  Unitad  Staiaa. 

Th«  branch  Una  frea  Ophai*  to  Seebay  haa  baan  abandenad  and 
Burlington  Hertharn  has  indieatad  that  thay  would  llko  to  hava 
■alA  Una  ••rvlea  only. 

In  light  of  thla,  tha  Vallay  County  Connlaalonara  ara 
graatly  conearnad  o^mr  tha  ineraaaad  iapact  an  the  roada  Invelvad 
vlth  Canadian  trucking.  Wa  faal  thara  ahauld  ba  aaaa  typa  of  tax 
on  tha  truoka  Iron  Canada  to  halp  f Inanoa  tha  aalntanaaea  of 
thasa  reads. 

Canadian  Highway  Standards  ara  lowar  than  th*  Standards  sat 
by  tha  Unitad  Stataa.  It  ia  dur  opinion  that  our  standards 
should  not  ba  lowarad  to  thasa  of  Canada. 

Bacausa  of  th*  lowar  highway  atandards.  Canadian  trueka  can 
haul  up  to  136>  000  pounds  an  triple  trailara.  Trucks  hauling 
leada  of  this  aagnituda  do  eenaldarable  daaaga  to  highways.  Oua 
to  tha  budgat  raatrietiona  el  I-10S,  County  budgata  cannot  ba 
ineraaaad  to  rapalr  tha  daaaga  aada  by  tha  Canadian  grain  trueka. 
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In  Any  vvvnt.  Counti««  vtii  loa«  «•>  doll«ra,  wh»th«r  th* 
rail  iln«  is  abandonvd  or  t»  acquirad  by  a  Rail  Authority.  It  ia 
only  through  rail  aarvioa  that  Ceuntiaa  gat  tax  dollar*  froa  tha 
tO«na«  tha  alavatora.  aad  tha  ahor«  lina  oparatiaa. 

Finally,  a  larga  portion  e<  tha  fara  land  la  aartharn  Vallay 
County  ia  ia  tha  CSP  Pregraa.  Whan  thin  land  ia  put  back  lata 
production,  truelta  vlll  bagln  moving  grain  anea  again  and  will 
put  avan  aora  atraaa  on  our  reada. 

Peaitiva  aaaauraa  to  sava  oar  raada  auat  ba  takan  by  tha 
alactad  eXfieiala  in  Haahlngton. 


Sin^aral^.^       -      ^ 


Sin^l^ 

'^Snallaii 
▼allay  Caunty  Coaaiaaienar 
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MONTANA  HOUSE  OF  REPRESENTATIVES 


REPRESENTATIVE  DORC  SCHWINDEN 

HELENA  *D0nB»6:  COMMITmg: 

CAnrocsTADON  aqaicultum  and  livestock 

HELENA.  MONTANA  NS20  NATURAL  RESOUnCCS 

PHONE:  (MM)  Ut-UOO  $TATlAeMINI4TnAnON 

HOMtA0OKtS$: 
R.R.BO)CMeO 

WOLF  POINT,  MONTANA  SaOOl 
PHONCMONa-tST* 

June  8,  1993 

Representative  Pat  Hilllaas 
325  2nd  Avenue  North 
Great  ^alls,  MT  59401 

Dear  Mr.  chairman  and  members  of  the  Committee i 

ThanK  you  for  coming  to  Montana  to  conduct  hearings  on  the 
proposed  North  American  Free  Trade  Agreement.   I  hope  that  you  vill 
take  special  note  of  the  testimony  presented  by  Montana  farmers. 
Corporate  and  government  interests  are  undoubtedly  important  to  the 
overall  prospects  of  the  trade  agreement,  but  no  group  vill 
feel  the  immediate  Impact  or  determine  the  long  term  outcome  more 
than  our  farmers. 

As  a  farmer  and  state  representative,  I  have  been  directly 
involved  with  grain  trade  under  the  Canadian  Free  Trade  Agreement. 
Hlllions  of  bushels  of  poor  quality  Canadian  wheat  has  been 
delivered  to  our  local  elevators  and  marketed  through  our  testing 
sales  and  transportation  systems  since  last  harvest.   I'm  sure 
you  vill  have  heard  testimony  regarding  the  various  problems 
caused  by  the  influx  of  this  type  and  amount  of  grain. 

Hy  main  concern  with  the  proposed  NAFTA  agreement  is  fairness 
to  both  US  and  Canadian  farmers.   I  sponsored  HB658  in  the  last 
session  of  the  Montana  Legislature  as  an  attempt  to  insure  that 
Canadian  growers  would  pay  their  share  for  access  to  what  is 
generally  regarded  as  the  best  grain  marketing  system  In  the 
world.   This  assessment,  paid  by  Montana  grain  growers  for  a 
number  of  years,  funds  the  Montana  Wheat  and  Barley  Marketing 
Committee  along  with  four  trade  offices  in  the  largest  grain 
importing  countries.   Exports  have  been  the  key  element  in  providing 
a  good  market  price  for  grain  and  strong  prices  directly  effects 
OS  farm  subsidy  responsibility  by  lowering  the  amount  of  deficiency 
paid  to  farmers. 

While  free  trade  and  access  to  world  markets  is  a  good 
theoretical  idea,  the  reality  is  that  without  price  protection 
both  Canadian  and  US  farmers  will  suffer.   The  grain  elevator  and 
shipping  conglomerates  are  the  only  certain  beneficiaries  of  the 
NAFTA  agreement.   Montana  farmers  simply  want  a  fair  price  for  their 
produce  and  the  ability  to  market  it  in  a  timely  manner. 

Thank  you  again  for  your  effort  and  interest  In  this 
difficult  matter.   I  hope  you  enjoy  your  stay  in  our  state. 


Sincerely, 

Representative  Dore  Schvin>!en 
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Jack  and  Chrirty  Siensland  &4\u^  pa.<^^t~^ 

Box  6068 
Wolf  Point,  Montana  59201 

406-392-5595  Of  392-5517 

-^^    ^^f-oi   (2^^.  No. 

.^t^^-eJU  -il-^^yryy^  ds^e^  ..^Ju>^  Oj^iu^    Lurt^--  :;t^uuz^ 
^^^^,^,^^^2^   ^.^CCbLUX^   ^O^-u^^oCo^     Od-ZU^^    ^ 


IMPACT  OF  CANADIAN  GRAIN  IMPORTS  ON 
UNITED  STATES  PRODUCERS  AND  MARKETS 


SATURDAY,  JUNE  12,  1993 

House  of  Representatives, 
Subcommittee  on  General  Farm  Commodities, 

Committee  on  Agriculture, 

Moorhead,  MN. 
The  subcommittee  met,  pursuant  to  notice,  at  9  a.m..  Northwest 
Technical  College,  Moorhead,  MN,  Hon.  Tim  Johnson  (chairman  of 
the  subcommittee)  presiding. 
Present:  Representatives  Peterson  and  Pomeroy. 
Stafif   present:    Anne    Simmons,    Anne    C.    Keys,    and    Xavier 
Equihua. 

OPENING  STATEMENT  OF  HON.  TIM  JOHNSON,  A  REPRESENT- 
ATIVE IN  CONGRESS  FROM  THE  STATE  OF  SOUTH  DAKOTA 

Mr.  Johnson.  The  (Jeneral  Farm  Commodities  Subcommittee 
hearing  is  called  to  order.  If  everyone  would  take  their  seats  we 
can  expedite  things  a  bit  and  get  on  with  the  business  of  the  sub- 
committee. 

At  the  request  of  Congressman  Pomeroy  and  Congressman  Peter- 
son, the  very  first  subcommittee  hearing,  field  hearing  of  the  103d 
Congress  held  by  the  General  Farm  Commodities  Subcommittee  is 
being  held  in  the  northern  plains  here. 

Both  Collin  and  Earl  were  very  insistent  that  we  take  the  sub- 
committee out  of  Washington  and  come  to  the  FargoMoorhead 
area  and  Usten  to  producers  and  ag  leaders  firsthand  about  the  na- 
ture of  the  problems  that  we're  having  and  have  a  review  of  the 
Canadian  grain  import  on  U.S.  producers  and  market  issues  in  par- 
ticulfu".  I'm  thankfiil  for  the  leadership  of  both  Congressmen 
Pomeroy  and  Peterson  on  this  issue. 

There's  no  lack  of  experts  in  Washington  to  share  everything 
they'd  like  us  to  hear,  but  I  find  sometimes  it  is  more  profitable 
to  come  home  and  talk  to  the  people  whose  lives  are  impacted  on 
a  day-to-day  basis  by  the  poUcy  decisions  that  are  made  or  not 
made  in  Washington. 

I'm  gratefiil  for  the  leadership  of  both  the  gentleman  fi*om  North 
Dakota  and  the  gentleman  fi-om  Minnesota. 

In  terms  of  the  ground  rules  of  this  hearing,  we're  going  to  be 
Ustening  to  testimony  fi*om  two  panels  and  I'm  going  to  have  to  en- 
force a  5-minute  rule  because  we  have  a  number  of  people  who 
want  to  speak.  We  will  also  have  some  questions  to  ask  as  well. 

We  will  be  taking  the  written  testimony  back  to  Washington  for 
review  by  the  entire  Ag  Committee,  as  well  as  by  our  stafis,  and 
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that  is  very  important,  so  you  may  want  to  consider  simimarizing 
your  testimony  so  that  you  can  fit  it  into  the  5  minutes,  but  if 
you're  more  comfortable  reading  the  testimony  that's  all  right  too, 
but  I'd  leave  that  option  to  you  about  what  works  best  in  that  5- 
minute  period. 

At  the  close  of  the  hearing,  it  is  my  intention  if  we  have  time 
left,  and  I'm  hopeful  that  we  will,  to  have  an  opportunity  for  indi- 
viduals who  are  not  members  of  the  panel,  but  who  wish  to  express 
an  opinion  or  make  a  comment  to  the  subcommittee,  to  have  an  op- 
portunity to  come  to  the  podium  and  have  at  least  a  couple  minutes 
to  express  their  views. 

If  you  are  not  on  the  panels,  but  do  wish  to  express  views,  if 
you'd  care  to  do  it  in  writing,  by  writing  a  letter  or  making  a  writ- 
ten statement,  we  will  receive  that  into  the  record  as  well. 

I  don't  want  to  be  exclusive  about  who  we  are  listening  to  when 
we  come  to  the  Fargo/Moorhead  area  here  to  talk  about  an  issue 
that  is  as  critical  as  this  is  to  the  prosperity  of  the  entire  region. 

So  for  those  of  you  who  are  not  on  the  panel,  be  thinking  about 
whether  you  care  to  give  oral  testimony,  but  even  if  not,  if  you  care 
to  submit  a  statement,  a  letter  or  something  of  that  nature,  we  will 
receive  it  as  long  as  my  staff  is  aware  of  your  interest. 

So  with  that,  we  will  begin  the  hearing  on  the  impact  of  the  Ca- 
nadi£in  grain  trade  on  U.S.  producers  and  markets. 

There  are  a  number  of  side  issues  dealing  with  the  Canadian 
Free-Trade  Agreement  and  the  binational  panel  and  their  findings 
which  were  not  particularly  helpful. 

They  were  not  helpful  at  all  to  the  American  perspective  this  last 
year  or  to  the  new  decision  by  the  Canadians  relative  to  barley.  I 
think  we  need  to  be  talking  about  that  and  its  potential  impact  and 
what  American  policy  alternatives  we  have. 

The  issue  of  end-use  certificates  is  something  that  has  been 
somewhat  contentious  and  we  need  to  talk  about  that. 

So  with  that,  I  would  proceed,  having  laid  out  the  overview  of 
where  this  subcommittee  is  going  during  the  course  of  this  hearing. 
I  will  jdeld  first  to  the  senior  member  of  the  panel  with  me  today, 
the  gentleman  fi*om  Minnesota,  Mr.  Peterson,  for  any  opening 
statement  that  you  might  have. 

OPENING  STATEMENT  OF  HON.  COLLIN  C.  PETERSON,  A  REP- 
RESENTATIVE IN  CONGRESS  FROM  THE  STATE  OF  MIN- 
NESOTA 

Mr.  Peterson.  Thank  you,  Mr.  Chairman.  First  of  all,  I  want  to 
thank  you  for  coming  out  to  the  Seventh  District  of  Minnesota.  We 
appreciate  you  spending  your  time  on  this  Saturday  helping  to  fiir- 
ther  illuminate  this  issue. 

I  also  want  to  thank  Congressman  Pomeroy  for  coming  over  to 
the  Seventh  District.  He  had  a  long  ways  to  come  across  the  river. 
Was  it  a  mile  that  you  had  to  come  out? 

I  also  want  to  thank  all  of  you  for  taking  a  Saturday  morning, 
when  you'd  probably  just  as  soon  have  been  at  the  lakes  or  some 
other  place,  to  be  with  us  and  share  your  insights  and  thoughts  on 
this  important  issue. 

With  the  implementation  of  the  United  States-Canadian  Free- 
Trade  Agreement  we  have  watched  an  increasing  amount  of  Cana- 
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dian  grain  entering  our  market  and  I've  been  hearing  about  this 
for  some  time  and  it  seems  to  be — ^well,  it  is  getting  worse  as  time 
goes  along  and  as  the  chairman  said,  with  thus  latest  decision  and 
some  other  indications  that  we're  getting  from  the  Department, 
we're  real  concerned  about  where  this  is  heading. 

We  had  a  meeting,  Senators  Conrad  and  Dorgan  and  myself, 
with  the  Department  where  they  were  giving  us  some  indication 
that  they  think  there's  going  to  be  a  considerable  amount,  maybe 
as  much  as  300,000  additional  acres  planted  in  Canada  this  year 
with  American  variety  wheat  and  barley  that  is  going  to  have,  I 
think,  some  real  negative  effects  if  that  actually  happens. 

Since  we  have  had  the  new  Trade  Ambassador  appointed.  Am- 
bassador Kantor,  we  have  been  trying  to  educate  him  about  these 
problems  and  it  seems  like  we're  fighting  an  uphill  battle. 

He's  been  good  in  terms  of  meeting  with  us,  but  we  really  have, 
at  this  point,  had  little  success  in  getting  him  to  do  very  much 
about  what  we  see  as  some  things  that  are  inherently  wrong  with 
the  agreement  that  was  entered  into  by  his  predecessors. 

We  did  invite  him  to  come  to  the  he£u*ing  today  or  to  send  some- 
body from  his  office,  but  they  declined  and  I  think  that's  too  bad. 

I  think  it  would  be  good  if  we  had  somebody  from  the  Trade  Of- 
fice here.  They  are  the  ones  that  probably  need  to  hear  this  more 
than  anybody  else,  just  what  impact  things  are  having  up  on — es- 
pecially the  northern  tier. 

I  think  we  all  know  what  the  problems  are  in  this  area  at  least, 
that  we  have  Ceinadian  grain  that's  got  transportation  subsidies. 

They  have  a  pricing  system  in  Canada  where  they  can  undercut 
us  by  using  the  Wheat  Board  and  we  are  convinced  that  to  some 
extent  these  imports  are  having  an  impact  on  our  prices,  maybe 
not  the  complete  problem,  but  it's  not  helping  anything.  And  we 
have  been  unable  to  work  out  some  of  these  issues  and  even  get 
them  to  come  to  the  table. 

I've  had  an  opportunity  in  the  last  month  to  go  to  Canada  twice 
to  meet  with  some  parliamentarians  from  up  there  and  the  first 
meeting  was  about  a  month  ago.  It  was  the  official  group  that 
meets  every  year. 

I  think  this  was  the  forty-first  year  or  thirty-fourth  year  they 
met  where  the  Parliamentarians  from  the  governing  party  were 
there  and  1  whole  day  was  spent  talking  about  trade. 

And  the  reason  that  I  accepted  the  invitation  was  that  all  they 
hear  about  in  those  meetings  generally  is  about  what  a  good  thing 
that  free  trade  is  and  just  about  everybody  that  goes  to  those  meet- 
ings are  free  traders. 

And  I  can  tell  you  that  they  were  somewhat  shocked  when  they 
heard  me  go  on  for  about  an  hour  about  Canadian  grain.  I  know 
that  for  a  fact  that  many  of  those  people  had  never  heard  some  of 
these  things  before. 

And  to  Ulustrate  some  of  the  difficulty  we  have  been  having  get- 
ting through  to  Canada,  in  a  recent  letter  from  Trade  Minister  Wil- 
son to  Ambassador  Kantor  where  he  was  referring  to  the  surge  of 
Canadian  grain  he  said  tiiat,  "I  am  concerned  that  we  seem  to  be 
facing  a  situation  where  facts  are  incidental  and  only  political  per- 
ceptions count." 
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I  can  tell  you  that  in  talking  to  some  of  these  Parliamentarians 
they  view  this  the  same  way,  that  we  really  don't  have  anything, 
any  facts  on  our  side,  that  this  is  a  political  kind  of  thing  and  that 
we're  having  problems  and  we're  blaming  it  on  the  Canadians. 

So  we've  got  a  lot  of  work  to  do.  I  did  also  meet  with  our  friends 
from  across  the  border  just  the  weekend  before  last  and  there  are 
also  some  positive  things. 

There  are  some  members  of  the  Parliament  up  there  that  are  in- 
terested in  working  with  us  in  trying  to  figure  out  if  there's  some 
way  that  we  can  work  together  rather  than  against  each  other  so 
that  we  can  help  farmers  on  both  sides  of  the  border  so  I  think  that 
there  is  some  possibility  that  we  can  move  in  the  right  direction. 

In  terms  of  what  some  of  us  have  been  trying  to  do  because  of 
my  experience,  or  our  experience  with  the  Canadian  Free-Trade 
Agreement  and  what  I  see  as  a  similar  kind  of  problem  in  the 
NAFTA,  I  have  formed  in-house  an  anti-NAFTA  caucus  which  now 
has  29  Members,  including  one  Member  of  the  leadership,  three 
full  committee  chairmen,  and  Repubhcans  and  Democrats  from 
every  comer  of  the  countiy. 

And  our  position  is  that  we  need  to  send  the  North  American 
Free-Trade  Agreement  back  to  the  bargaining  table,  that  we  should 
vote  it  down  and  in  that  process  some  of  us  would  like  to  see  us 
open  up  the  Canadian  Free-Trade  Agreement  and  work  on  some  of 
these  problems  such  as  the  wheat  and  barley  problem  that  we're 
talking  about  here  this  morning. 

And  we,  right  now,  have  the  votes  to  defeat  the  NAFTA.  The 
problem  is  that  the  pro-NAFTA  forces  are  going  to  spend  some- 
where in  the  neighborhood  of  $50  million  in  the  next  few  months 
trying  to  change  that. 

And  so  the  fight  has  just  begun  and  we  realize  it's  going  to  be 
difficult,  but  I  think  we  stand  a  pretty  good  chance  of  keeping  this 
from  coming  to  a  vote,  at  least  this  year. 

When  I  was  talking  to  the  ParhamentariEins  in  Canada,  the  lib- 
eral and  NDP  party  believe  that  they  are  going  to  win  this  election 
in  October  and  they  are  going  to  have  another  vote  on  NAFTA,  and 
they  will  vote  NAFTA  down  in  Canada  if  the  Government  changes. 

And  so  I  think  there  is  some  help  on  the  horizon,  maybe  on  the 
other  side  of  the  border,  if  we  can  hold  this  off  for  awhile. 

Now,  maybe  not  everybody  on  the  panel  here  agrees  with  my  po- 
sition on  this,  but  this  is  where  I  think  we  ought  to  go. 

Also,  Senator  Conrad  and  I  have  introduced  the  end-use  certifi- 
cate bill  again  in  the  House  and  the  Senate,  and  as  I  understand 
it,  Senator  Conrad  is  trying  to  get  the  end-use  certificate  bill  into 
the  reconciliation  bill  that  we're  working  on  right  now.  There  was 
some  indication  yesterday  that  it  might  become  part  of  the  Senate 
reconciliation  bill. 

That  would  be  a  good  thing  because  if  it  gets  in  that  bill  it  can't 
be  amended,  and  it's  an  up  and  down  vote  and  it  may  be  a  way 
that  we  can  finally  get  the  end-use  certificates  situation  into  law. 

Last,  we  also  have  been  talking  to  the  department  about  the  pos- 
sibility of  bringing  a  section  22  action  against  Canada  on  these 
wheat  and  barley  imports  because  we  are  convinced  that  this  surge 
of  imports  is  undermining  our  domestic  progrsmi. 
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Section  22  allows  us  to  put  in  place  some  restrictions  if  we  can 
prove  that  it's  hurting  our  domestic  program  and  the  Department 
is  in  the  process,  as  I  understand  it,  of  trjdng  to  see  if  they  think 
that  we  can  support  a  section  22  action. 

Although,  they  are  skeptical  about  whether  they  are  going  to  be 
able  to  get  the  administration  to  back  them  because  of  what  they 
think  will  be  an  opposition  from  the  Trade  Office  in  the  State  De- 
partment. 

Barring  that,  we're  also  trying  to  get  the  Department  to  use  EEP 
funds,  particularly  in  Mexico,  because  we  have  lost  a  considerable 
market  share,  as  you  all  know,  that  we  used  to  have  in  Mexico  to 
the  Canadians. 

We  think  because  of  rail  subsidies  and  some  of  these  other  is- 
sues, so  we  have  been  working  on  a  few  things  and  I  guess  one  of 
the  things  I  hope  we  can  find  this  morning  is  maybe  some  new 
ideas  and  some  new  answers  about  where  we  ought  to  go  and  what 
we  can  be  doing  in  Congress  to  try  to  address  this  problem  short 
of  getting  a  whole  agreement  back  on  the  table. 

Again,  I  want  to  thank  everybody  for  taking  their  Saturday  and 
coming  to  the  Seventh  District  and  we  look  forward  to  testimony. 
Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  Peterson  follows:] 
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JUNE  11  AND  12 

CONGRESSMAN  COLLIN  C.  PETERSON 

OPENING  STATEMENT 

I  would  like  to  thank  my  colleagues,  Tim  Johnson  from  South  Dakota, 

Earl  Pomeroy  and  Pat  Williams  from  Montana  for  participating  in 

this  hearing.   Thanks  to  all  of  you  for  spending  your  Saturday 

testifying  on  this  critical  issue. 


With  the  implementation  of  the  U.S.  Canadian  Free  Trade  Agreement, 
we  have  watched  an  increasing  amount  of  subsidized  Canadian  grain 
entering  our  market.  This  is  the  same  trade  agreement  that  did  not 
eliminate  any  obstacles  our  producers  encounter  when  they  attempt 
to  sell  grain  into  Canada.  Furthermore,  every  year  Canada  plants 
more  of  their  excess  acres  to  U.S.  varieties,  even  as  the  U.S. 
producers  are  under  mandates  to  increase  their  flex  and  set-aside 
acres. 

Since  Ambassador  Kantor  was  appointed  U.S.  Trade  Representative,  we 
have  been  trying  to  educate  him  about  problems  inherent  in 
U.S. /Canadian  agriculture  trade.  We  are  fighting  an  uphill  battle 
because  Ambassador  Kantor  is  still  surrounded  by  the  previous 
administration's  trade  department  of f icials. . .the  same  officials 

1 


PRINTED  ON  RECYCLED  PAPiK 


125 


that  negotiated  the  Agreement.  That's  why  I  am  disappointed  that 
he  declined  to  testify  at  today's  hearing.  This  would  have  been  a 
good  opportunity  for  him  to  see  and  hear  first-hand  from  the  people 
directly  affected  by  these  issues.   Issues  like: 

Canada's  50  cents  per  bushel  transportation  subsidy. 

The  Canadian  government's  pricing  system  that  allows  them 

to  set  prices  at  whatever  level  is  necessary  to  undercut 

American  sales. 

Canadian  grain  imports  as  a  factor  contributing  to  lower 

U.S.  grain  prices. 

-  The  Canadian  government's  opposition  to  the  United  States 
implementing  end  use  certificates  even  though  they  require 
one. 

Canadian  growers  planting  U.S.  wheat  varieties  on  thousands 
of  excess  Canadian  acres. 

-  The  U.S.  losing  almost  our  entire  Mexican  market  share  to 
Canada. 

Canadian  officials  are  viewing  these  as  non-issues.  To  illustrate 
the  difficulty  in  getting  Canada  to  negotiate  on  these  issues,  in 
a  recent  letter  from  Canadian  Trade  Minister  Michael  Wilson  to  U.S. 
Trade  Representative  Mickey  Kantor,  referring  to  the  surge  in 
Canadian  grain,  he  said,  "I  am  concerned  that  we  seem  to  be  facing 
a  situation  here  facts  are  incidental  and  only  U.S.  political 
perceptions  count."  Unfortunately,  Ambassador  Kantor  must  be 
listening  to  Minister  Wilson  because  although  he  has  been  willing 
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to  meet  with  norther  tier  Members  to  discuss  the  problem,  he  has 
failed  to  initiate  or  suggest  any  actions  to  correct  the  problem. 

What  can  we  do  to  remedy  this  problem? 

First  of  all,  I  founded  the  Anti-NAFTA  Caucus  because  the  agreement 
as  negotiated  extends  and  expands  the  problems  we  have  with  the 
Canadian  Agreement.  In  fact,  my  opposition  originally  stemmed  from 
the  inequities  in  the  Canadian  Free  Trade  Agreement.  During 
negotiations  of  the  North  American  Free  Trade  Agreement,  we 
repeatedly  asked  the  negotiators  to  open  up  the  agriculture  section 
of  the  Canadian  Agreement  to  fix  our  problems.  They  did  it  for 
autos,  but  not  for  agriculture.  I'm  convinced  that  we  must  send 
NAFTA  back  to  the  table,  negotiate  tri laterally,  and  force  Canada 
and  Mexico  to  work  with  us  to  guarantee  FAIR  trade. 

As  an  immediate  measure.  Senator  Conrad  and  I  reintroduced  the  End- 
Use  Certificate  Bill  this  year.  That  will  provide  a  mechanism  for 
us  to  track  Canadian  grain  and  guarantee  that  it  is  not  being 
subsidized  through  the  Export  Enhancement  Program.  We  anticipate 
hearings  within  the  next  couple  of  months  and  will  work  to  get  it 
included  in  the  trade  bill  that  comes  out  of  Ways  and  Means.  The 
House  passed  the  End-Use  Certificate  Bill  last  year  as  a  component 
of  the  major  trade  bill.  But,  with  a  Presidential  veto  looming, 
the  Senate  did  not  pass  a  companion  bill.  I  will  continue  working 
with  my  colleagues  to  pass  the  End-Use  Certificate  Bill  this  year. 
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I  am  pushing  the  Administration  to  file  a  section  22  complaint 
against  Canadian  wheat  and  barley  because  it  is  interfering  with 
our  domestic  support  programs.  USDA  is  working  on  the  complaint; 
but,  officials  are  concerned  that  they  will  meet  strong  resistance 
from  the  United  States  Trade  Representative  and  the  State 
Department . 

Finally,  we  have  asked  USDA  to  aggressively  use  EEP  funds  to 
compete  with  Canadian  sales,  particularly  sales  into  Mexico.  Fully 
utilizing  EEP  is  the  only  way  we  can  compete  for  international 
markets.  We  have  all  felt  the  frustration  of  unused  EEP 
certificates  and  countries  not  using  their  allotments.  USDA  must 
actively  promote  EEP  sales  and  move  wheat  and  barley  into  the 
marketplace. 

I  look  forward  to  hearing  what  you  have  to  say  and  working  with  you 
to  help  resolve  these  enduring  trade  problems. 
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Mr.  Johnson.  The  Chair  would  note  that  not  only  is  there  not 
uniform  opposition  to  NAFTA  on  the  panel,  but  there  is  not  uni- 
form opposition  on  the  Ag  Committee  either  and  that  there  are  con- 
siderably mixed  views  on  NAFTA  in  the  Congress. 

Also,  the  Chair  would  note  that  while  the  Trade  Representative 
declined  to  attend  this  hearing,  in  all  fairness  to  the  USTR,  they 
generally  do  not  attend  field  hearings  and  have  made  themselves 
avEiilable  for  hearings  in  Washington  and  so  we  have  had  inter- 
action with  United  States  Trade  Representative  Kantor  and  his 
staff  and  they  have  been  helpful  at  that  point. 

We  have  also  had  input  from  the  Canadian  Embassy.  They  have 
sent  us  a  letter  indicating  that  they  do  not  attend  congressional 
hearings  of  this  nature. 

However,  they  did  send  written  information  with  a  package  of 
data.  It  is  public  information  and  everyone  is  welcome  to  look  at 
the  data  and  information  fi*om  the  Canadian  Embassy  itself. 

We  have  also  had  in  the  course  of  taking  testimony  here  and  in 
Montana,  testimony  from  Unifarm,  a  Canadian  organization,  be- 
cause I  think  it  is  importsmt  that  we  take  into  consideration  a  mul- 
tiplicity of  perspectives  on  the  problem.  I  think  that  gives  us  a  bet- 
ter depth  of  imderstanding  of  the  nature  of  the  conflict  that  we  are 
going  through. 

With  that,  I  would  recognize  the  gentleman  fi*om  North  Dakota, 
Mr.  Pomeroy. 

OPENING  STATEMENT  OF  HON.  EARL  POMEROY,  A  REP- 
RESENTATIVE IN  CONGRESS  FROM  THE  STATE  OF  NORTH 
DAKOTA 

Mr.  Pomeroy.  Thank  you  very  much,  Mr.  Chairman.  I  want  to 
commend  you  for  coming  out  to  the  Upper  Midwest  and  particu- 
larly the  Red  River  Valley. 

This  hearing  is  being  conducted  in  the  middle  of  some  of  the  rich- 
est farmlEind  found  anywhere  in  the  world.  We're  very  proud.  Rep- 
resentative Peterson  and  I,  to  represent  this  area  in  Washington. 

I  think  that  the  hearing  today  focused  as  it  is  on  the  problem  of 
Canadian  grain  imports  is  a  particularly  timely  one  and  I  really 
appreciate  it,  as  I  know  Congressman  Peterson  does. 

Your  assistance  in  establishing  the  record  today,  which  we  will 
take  back  to  the  Ag  Committee,  will  generate  a  basis  for  hopefully 
some  committee  action  to  address  this  problem.  We  have  a  situa- 
tion that  is  bad  and  rapidly  growing  worse. 

The  Durum  problem  which  has  received  some  attention  and  dis- 
cussion ever  since  the  Canadian  Free-Trade  Agreement  was  nego- 
tiated, continues  to  deteriorate. 

More  recently  we  have  seen  Spring  Wheat  imports  frorii  Canada 
doubling  every  single  year  since  the  Canadian  Free-Trade  Agree- 
ment was  negotiated. 

The  consequence  of  the  combined  effect  of  Durum  and  Spring 
Wheat  has  been  a  surge  of  imports  going  up  183  percent  nationally, 
from  1991  to  1992. 

North  Dakota  stands  at  the  center  of  this  flood  and  has  been  hit 
harder  than  any  other  State  in  the  country;  a  756-percent  increase 
in  Canadian  grain  imports  in  1992  over  1991.  This  is  a  completely 
unacceptable  situation. 
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I  have  been  pleased  that  Ambassador  Kantor  has  stepped  up 
pressure  on  the  Canadians  to  respond  to  the  sensitivities  of  our 
side  of  the  border  to  this  flagrant  and  aggressive  marketing  activ- 
ity. 

Unfortunately,  we  see  by  the  announcement  of  the  Canadian 
Wheat  Board  Monday  that  so  far  these  efforts  have  been  absolutely 
disregarded. 

The  Canadians  have  simply  snubbed  their  nose  directly  at  the 
United  States  Trade  Representative  in  announcing  a  new  aggres- 
sive onslaught  of  Canadian  barley  which  they  are  about  to  unleash 
onto  our  markets. 

The  decision  to  allow  direct  marketing  by  barley  producers  in 
Canada  into  this  country  stands  the  prospect  ultimately  of  more 
than  doubling  Canadian  barley  sold  into  this  country,  displacing 
roughly  an  additional  15  percent  of  our  market  and  suppressing 
prices  likely  at  20  percent  from  what  they  are  today. 

This  is  going  to  really  hurt  our  barley  producers.  North  Dakota 
is  the  largest  State  producing  barley,  the  largest  producer  of  barley 
in  the  country. 

It's  also  going  to  hurt  taxpayers.  Lower  prices  mean  higher  defi- 
ciency pajonents,  more  tax  dollars,  and  this  is  particularly  galling 
with  the  fungible  Canadian  grains  ending  up  in  our  system  and  ac- 
tually the  prospect  of  United  States  taxpayer  dollars  ultimately 
going  to  help  export  Canadian  grains — due  to  the  impossibility  of 
distinguishing  them. 

This  long,  frustrating  fight  has  I  think  had  several  distinct  dis- 
appointments. First  of  all,  we're  disappointed  with  the  preceding 
administration.  The  administration  negotiated  a  flawed  agreement 
and  then  put  language  in  hearing  testimony  which  made  it  even 
more  difficult  to  argue  a  constructive  interpretation  of  the  Cana- 
dian Free-Trade  Agreement. 

Second,  their  own  failure  to  try  and  address  the  situation  and 
work  toward  resolution  has  certainly  left  us  receiving  an  onslaught 
of  imports. 

We're  frustrated,  in  addition,  that  the  NAFTA  negotiations,  did 
not  present  an  opportunity  to  fix  a  flawed  Canadian  Free-Trade 
Agreement.  Our  hopes  in  that  regard  were  dashed  when  the  Cana- 
dians didn't  want  to  roll  agriculture  into  the  NAFTA  negotiating 
framework. 

I  think  they  realized  they  had  a  good  deal  when  it  came  to  agri- 
culture with  the  Canadian  Free-Trade  Agreement  and  didn't  want 
it  touched  in  any  way.  They  certainly  have  a  good  deal,  one  that 
unfortunately  is  not  fair  to  our  producers. 

The  next  level  of  disappointment  came  when  we  lost  the  bina- 
tional  arbitration  panel  with  the  ruling  on  February  8,  1993  that 
basically  threw  our  challenge  out  of  court  on  the  Durum  import  sit- 
uation. 

That  leaves  us  in  a  difficult  position;  a  problem,  one  that's  grow- 
ing rapidly  worse  compounded  by  the  barley  announcement  and  no 
clear  path  as  to  how  we  address  immediately  this  problem. 

I  really  hope  today's  panelists  will  help  us  strategize  for  crafting 
an  immediate  response.  Options  can  include  reconvening  the  dis- 
pute panel  or  obtaining  Canadian  concessions  voluntarily. 
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I  think,  in  light  of  the  Canadian  pohtical  situation  and  general 
elections  in  that  country  to  be  held  this  fall,  that's  extremely  un- 
likely. 

Obviously  the  announcement  of  the  Wheat  Board  shows  they 
don't  care  much  what  we  have  been  sa3dng  about  our  problems 
with  grain  imports  and,  in  fact,  they  show  no  sign  of  accommodat- 
ing our  concerns;  rather,  they  are  stepping  up  their  own  marketing 
activities. 

I  think  we  should  look  at  triggering  Export  Enhancement  Pro- 
gram subsidies  to  sell  our  grains  into  Mexico.  I  believe  that  our 
grains  are  competing  against  subsidized  Canadian  grain  and  this 
would  clearly  be  a  shot  across  the  bow  of  Canadian  producers. 

I  was  pleased  to  sign  a  letter,  which  I  believe  you  both  signed, 
and  the  chairman  of  the  House  Agriculture  signed,  to  the  Presi- 
dent, to  the  Secretary  of  Agriculture  urging  EEP's  support  for  our 
markets,  for  our  exports  into  Mexico. 

Two  other  specific  strategies  that  I  think  are  directly  relevant  in 
light  of  the  barley  situation,  I  believe  that  section  22  tariff  sanc- 
tions can  be  established  and  proven  more  easily  for  barley  than  for 
Durum. 

We  need  to  show  that  our  markets  have  been  impacted  and  that 
they  have  been  impacted  as  a  result  of  the  Canadian  governmental 
action. 

I  think  that  the  likelihood  of  a  devastating  impact  to  our  markets 
create  a  situation  where  we  immediately  ought  to  begin  a  section 
22  complaint  and  I  hope  the  House  Agriculture  Committee,  partly 
as  a  result  of  this  morning's  hearings,  if  that  is  your  feedback,  will 
strongly  urge  the  administration  to  take  that  action. 

A  second  course  of  action  is  to  move  and  move  quickly  the  pro- 
posal introduced  by  Representative  Peterson  on  the  House  side, 
Senator  Conrad  on  the  Senate  side,  to  slap  on  Canadian  grain  com- 
ing into  this  country  a  requirement  very  similar  and  identical  to 
what  our  grain  has  going  into  that  country,  the  end-use  certifi- 
cates. 

Not  only  are  the  Canadians  dumping  into  our  country,  they  are 
frustrating  our  abihties  to  market  into  their  country. 

End-use  certificates  are  an  irritating  paperwork  hassle.  Our  ex- 
ports are  encountering  that  in  Canada  and  I  think  we  ought  to 
apply  it  to  them.  It  will  have  the  additional  effect  of  allowing  us 
to  identify  exactly  the  export  activity  that  is  taking  place  and  will 
keep  us  from  mixing  their  grains  with  our  grains  for  subsidized  ex- 
ports under  the  EEP  program. 

I  think  that  Representative  Peterson  and  Senator  Conrad  have 
an  excellent  idea  and  one  that  should  move  on  a  very  fast  track. 

Mr.  Chairman,  again,  my  thanks  for  coming  up  to  this  area.  I  be- 
lieve we  have  not  only  a  crisis  on  our  hands,  but  we  need  to  re- 
spond quickly. 

Mr.  Johnson.  I  thank  you,  gentlemen,  and  the  Chair  would  note 
that  the  Senate  appears  to  be  in  the  process  of  addressing  the  end- 
use  certificate  issue  in  the  context  of  the  budget  reconciliation  bill 
on  the  Senate  side  and  we  may  see  action  there  and  it  may  come 
back  to  the  House  and  Congress  for  committee  deliberation. 

We'll  move  to  the  first  panel.  The  first  panel  is  composed  of  Ms. 
Sarah  Vogel,  commissioner  of  the  North  Dakota  Department  of  Ag- 


131 

riculture  from  Bismarck,  North  Dakota;  Dr.  William  Wilson,  a  pro- 
fessor of  the  department  of  agricultural  economics  at  North  Dakota 
State  University  in  Fargo,  North  Dakota;  Mr.  Alan  Bergman,  presi- 
dent of  the  North  Dakota  Farmers  Union  in  Jamestown,  North  Da- 
kota; Ms  Julie  Bleyhl,  is  legislative  services  director  of  the  Min- 
nesota Farmers  Union,  in  St.  Paul,  Minnesota;  and,  Mr.  Howard 
Schmid,  president  of  the  North  Dakota  Farm  Bureau  in  Fargo, 
North  Dakota. 

Mr.  Al  Christopher  son,  president  of  the  Minnesota  Farm  Bureau 
in  St.  Paul  was  initially  on  the  panel,  but  has  a  conflict  and  so  Mr. 
Howard  Schmid  will  be  taking  his  place  on  the  panel. 

So,  if  those  panelists  will  come  down  on  the  first  row  here  I  think 
it  would  be  helpful.  We  have  only  one  podium  for  people  to  speak 
from  and  so  we  need  you  to  be  down  in  that  vicinity  and  it  would 
help  expedite  this. 

And  we  will  begin  in  the  order  of  people  named  and  Ms  Sarah 
Vogel  will  go  first  and,  again,  we  will  be  using  the  red  and  green 
light  mechanism  here  unfortunately. 

STATEMENT  OF  SARA  VOGEL,  COMMISSIONER,  NORTH 
DAKOTA  DEPARTMENT  OF  AGRICULTURE 

Ms.  Vogel.  Good  morning.  It's  good  to  see  you.  Getting  ready  for 
this  hearing  this  morning  I  went  through  some  of  my  prior  mate- 
rial and  I  realized  that  this  is  the  eighth  time  that  I  have  come 
in  to  testify  about  problems  with  the  Canadian  Free-Trade  Agree- 
ment and/or  NAFTA  with  regard  to  grain.  So,  I  hope  we  have  bet- 
ter luck  today  than  we  have  had  in  the  past. 

Time  and  again  problems  with  the  Canadian  Free-Trade  Agree- 
ment, as  well  as  the  consequences  of  those  flaws,  have  been 
brought  to  the  attention  of  the  administration  by  myself  and  many 
others,  many  of  whom  are  in  this  room  and  are  also  up  here  prob- 
ably for  their  eighth  time. 

Despite  all  of  these  alerts,  corrections  have  not  been  made  and 
even  worse,  these  problems  are  duplicated  in  the  North  American 
Free-Trade  Agreement  and  I  think  that's  very  inadvisable. 

As  you've  already  summarized,  the  result  of  this  neglect  to  these 
problems  and  the  bad  drafting  in  the  beginning  is  that  Durum  im- 
ports from  Canada  have  skyrocketed  to  one-fourth  of  our  domestic 
consumption. 

Imports  increased  88  percent  between  the  year  1989/1990  and 
1991/1992.  In  the  Pembina  Customs  District,  which  is  the  district 
that  we're  covered  by  in  North  Dakota,  imports  from  Canada  went 
from  13  metric  tons  in  1990  to  91,315  metric  tons  worth  over  $12 
million  in  1992.  And  our  farmers  have  suffered  as  a  result  of  this 
displacement  in  our  own  domestic  market. 

We  have  tried  very  hard  to  export  Durum  to  shore  up  our  market 
and  increase  our  farm  income.  We  devote  a  lot  of  resources  to  EEP. 

Since  1989-90  we  have  increased  EEP  for  Durum  by  300  percent, 
but  our  export  sales  remain  flat.  Worse  yet,  for  every  5  bushels 
that  we  export,  we  import  2  from  Canada. 

Why  have  we  seen  the  sharp  increase  in  Canadian  imports  and 
why  is  the  Federal  Government  seemingly  unable  to  do  anything 
about  it?  I  would  submit  that  it  is  because  of  bad  drafting  in  the 
first  place. 
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The  fast  track  process  resulted  in  the  negotiations  being  con- 
ducted in  secret.  There  were  no  hearings  before  the  pubHc  to  obtain 
feedback.  The  agreement  was  negotiated  by  persons  who  either 
were  ignorant  of  or  didn't  care  about  the  impact  on  the  northern 
tier  States. 

When  it  was  finally  released  and  many  of  the  problems  were 
pointed  out,  these  problems  were  swept  under  the  rug  by  vague 
promises  that  something  would  be  done  about  it  in  the  future. 

An  example,  the  Western  Grain  Transportation  Act.  The  agree- 
ment itself  could  not  be  changed,  but  Congress  put  language  into 
the  implementing  act  providing  that  the  President  would  negotiate 
with  Canada  for  an  end  to  the  Western  Grain  Transportation  Act 
subsidy  to  east  coast  ports.  But  nothing  was  done.  I'm  not  aware 
of  any  negotiations  to  that  effect. 

Other  concerns  were  voiced  about  the  lack  of  price  transparency 
which  is  a  problem  that  plagues  us  to  this  day  with  the  Canadian 
Wheat  Board. 

When  the  administration  submitted  the  CFTA  to  Congress  for 
adoption,  they  made  a  lot  of  promises  about  how  they  were  going 
to  determine  and  ascertain  what  the  Canadian  Wheat  Board  was 
charging.  This  is  still  a  problem  that  we're  wrestling  with  today. 

The  remedies  section  was  another  problem.  Concern  was  voiced 
about  the  adequacy  of  the  remedies  especially  in  light  of  the  known 
problems  that  we  were  going  to  be  encountering. 

Again,  what  we  have  experienced  is  that  those  remedies  simply 
didn't  work.  The  promises  fi*om  the  present  administration  that  we 
should  not  worry  about  similar  problems,  with  NAFTA  because  we 
have  remedies  that  you  can  avail  yourselves  of  later,  I  think  is  a 
very  shallow  promise. 

There's  an  old  saying,  "People  who  fail  to  learn  from  history  are 
condemned  to  repeat  it."  And  with  the  negotiation  of  NAFTA  I 
think  we  have  forgotten  the  lessons  that  we  ought  to  have  learned 
from  the  Canadian  Free-Trade  Agreement. 

Like  the  Canadian  Free-Trade  Agreement,  NAFTA  has  been  ne- 
gotiated in  secret  without  the  benefit  of  public  hearings  by  persons 
unfamiliar  or  uncaring  about  the  concerns  of  rural  people  and  sub- 
ject to  fast  track. 

The  remedy  sections  of  NAFTA  is  modeled  after  the  Canadian 
Free-Trade  Agreement.  For  example,  those  remedies  hearings  by 
dispute  panels  will  be  held  in  total  secrecy.  An  example  is  the  re- 
cent Durum  dispute  panel.  I  requested  a  copy  of  the  briefs  filed  by 
our  Government,  but  was  told  those  are  confidential.  We  can't  see 
them.  That  is  absurd.  There's  no  justification  whatsoever  for  that 
kind  of  secrecy. 

In  summary,  I  would  offer  the  following  suggestions: 

Require  end-use  certificates.  It  is  ridiculous  to  spend  our  scarce 
export  dollars  to  export  grain  that  could  be  from  Canada. 

Definitely  keep  section  22. 1  think  we're  going  to  need  it. 

Keep  our  countervailing  duty  law  and  antidumping  law.  I  think 
we're  going  to  need  those  too. 

Defeat  NAFTA.  NAFTA  is  a  bad  agreement.  One  of  the  many  de- 
fects of  NAFTA  is  that  it  fails  to  correct  the  problems  that  we  have 
encountered  with  the  Canadian  Free-Trade  Agreement.  And  I've  at- 
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tached  a  position  paper  and  a  lot  of  other  material  to  my  testimony 
for  you  to  review. 

In  recent  weeks  and  months  there's  been  a  lot  of  pressure  to  use 
EEP  in  Mexico.  I  would  submit  that  there  is  something  seriously 
wrong  with  a  supposed  trading  block  of  trade  allies  who  are  using 
export  subsidies  internally  against  each  other. 

This  is  a  sign  of  very  bad  structural  flaws  in  this  agreement.  I 
can't  imagine  the  Common  Market  advocating  use  of  export  sub- 
sidies between  France  and  Germany. 

Many  people  might  say,  "If  we  don't  sign  on  to  this  version  of 
NAFTA,  that  boat  will  leave  the  dock  and  we'll  be  left  on  the 
shore."  I  would  submit  that  that  boat  of  this  version  of  NAFTA  is 
the  equivalent  of  the  Titanic  and  we  ought  to  let  it  go. 

We  should  renegotiate  NAFTA.  We  should  treat  it  as  a  nice  first 
draft,  review  it,  get  the  changes  that  we  need,  and  go  forward  and 
expand  our  trade  opportunities. 

It's  because  I  care  so  deeply  about  expanded  trade,  fair  trade  and 
the  position  of  North  Dakota  in  a  very  vibrant  global  economy  that 
I  think  we  should  defeat  this  version  of  NAFTA.  Thank  you  very 
much. 

[The  prepared  statement  of  Ms.  Vogel  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  Johnson.  Thank  you.  We  are  debating  the  best  way  to  pro- 
ceed with  questions  because  of  the  single  podixun  format  that  we 
have  and  maybe  the  best  way  to  do  it  would  be  to  allow  members 
of  the  panel  to  ask  questions  to  each  individual  speaker  rather 
than  our  customary  method  of  asking  questions  to  the  full  panel. 

I  would  ask  Ms.  Vogel  does  North  Dakota  have  an  agricultural 
trade  surplus  with  Canada  despite  the  infusion  of  Durum  wheat 
and  barley  into  North  Dakota?  Or  do  you  know  what  the  numbers 
might  be  on  that? 

Ms,  Vogel.  I'm  not  exactly  sure  of  that.  I  know  we  work  very 
hard  on  trade  to  Canada.  For  example,  in  my  office  we  have  a  mar- 
keting division.  We  organized  the  first  United  States-Canadian 
food  show  in  Canada  and  we  served  as  cosponsor  on  it  last  year. 

We  also  take  a  number  of  our  companies  to  Winnipeg  for  food 
shows.  It's  our  targeted  market.  In  fact,  one  of  our  new  initiatives 
in  the  growing  North  Dakota  plan  is  a  North  American  marketing 
initiative  whereby  we  will  help  companies  market  into  Mexico  and 
Canada. 

Nevertheless,  when  I  think  about,  for  example,  imports  this  year 
through  Pembina  customs  district  totaled  12  million  dollars'  worth 
of  Durum  and  I  hear  the  stories  from  the  farmers  about  the  vast 
numbers  of  trucks  hauling  cattle  and  so  forth  south  fi-om  Canada, 
I  tend  to  doubt  that  there  is  a  trade  surplus,  at  least  with  regard 
to  agriculture.  I  can't  really  speak  to  other  parts  of  the  economy. 

Mr.  Johnson.  I  think  the  subcommittee  needs  to  pursue  some 
firmer  documentation  on  this.  On  the  Montana  subcommittee  testi- 
mony fi-om  the  Canadians  was  a  rather  unhappy  concern  about 
American  subsidies  for  American  products  and  noting  that  Canada 
suff'ered  an  ag  trade  deficit  with  Montana  on  ag  products.  I  think 
that's  something  we  need  to  look  into. 

In  terms  of  your  NAFTA  comments,  what  would  you  say  to  some 
people  who  claim  that  we  have  a  one-way  NAFTA  nub,  that  Amer- 
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ican  tariffs  to  Mexican  products  are  relatively  low  while  Mexican 
tariffs  to  American  products  are  more  than  double  in  size;  that 
Mexico  has  become  the  third  biggest  buyer  of  American  products, 
has  a  huge  consuming  population  with  a  vast  growing  economy  and 
a  vast  growing  middle  class  with  £in  increasingly  sophisticated  diet, 
/  but  relatively  modest  production  capability,  unlike  Canada,  which 

has  a  small  market  and  a  huge  production  capability. 

Mexico  is  almost  the  opposite.  The  average  tariff  coming  into  the 
United  States  is  4  percent.  The  average  tariff  going  to  Mexico  is 
10  percent  and  so  there's  some  who  would  argue  that  we  have  a 
one-way  NAFTA  now  better  to  lower  the  Mexican  tariffs  to  some- 
thing more  in  keeping  with  what  American  tariffs  are  and  that,  in 
fact,  the  ag  producers  would  be  the  big  winners  unless  you're  in  the 
fruit  and  vegetable  business  in  a  Mexican  market.  What  would 
your  response  be  to  that? 

Ms.  VOGEL.  My  response  would  be  that  is  a  very  nice  concept. 
However,  the  way  that  the  North  American  Free  Trade  Agreement 
actually  came  out  is  that  we  have  a  number  of  new  tariffs  on  wheat 
which  we  had  been  quite  optimistic  about  selling  to  Mexico. 

In  fact,  there  was  a  seminar  here  yesterday  regarding  direct 
sales  to  Mexico,  but  American  explorers  will  have  to  deal  with  a 
brand  new  15  percent  tariff  on  wheat  that  Mexico  is  adding  that 
will  gradually  be  coming  down  over  a  10-year  period. 

Now,  with  barley  they  have  set  a  very  low  access  for  our  barley 
into  Mexico.  Presently  our  average  for  the  last  3  years  for  1989  to 
1991  was  188,000  metric  tons  ssdes  of  barley  and  barley  equiva- 
lents to  Mexico. 

The  new  tariff  free  quota  that  they  set  up  in  the  North  American 
Free-Trade  Agreement  is  over  60,000  metric  tons  less  than  what 
we  presently  enjoy.  It's  going  to  be  set  at  120,000  metric  tons.  Then 
they  are  adding  a  155  percent  tariff  on  anything  over  that  120,000 
metric  tons.  It  will  be  coming  down  over  a  10-year  period.  So  in  the 
year  2000  we're  going  to  be  having  a  73  percent  tariff. 

Now,  I  don't  consider  that  fair  trade  or  free  trade  and  whatever 
the  defects  of  the  Canadian  Free-Trade  Agreement  were — and 
there  were  many — ^the  Canadian  Free-Trade  Agreement  didn't  add 
new  tariffs.  But  NAFTA  does  add  new  tariffs. 

And  you  can  go  on.  It  is  not  a  good  agreement  from  what  I've 
been  able  to  see  for  production  agriculture.  The  projected  benefits 
that  the  USDA  finally  came  out  with  for  various  crops  smd  com- 
modities range  from  0.5  percent  for  wheat  after  the  transition  pe- 
riod to  4  percent  to  soybeans  which  was  the  big  winner  for  crops. 

I  think  it  is  1  or  2  percent  for  beef.  These  are  de  minimis,  trivial 
benefits. 

When  you  look  at  how  sharply  trade  with  Mexico  has  increased 
over  recent  years  by  unilateral  changes  in  the  Mexican  Govern- 
ment system — ^which  I  would  submit  was  very  flawed — and  they 
are  now  realizing  these  flaws,  I  think  the  skyrocketing  growth  in 
trade  is  due  to  Mexican  interned  changes  to  their  Government. 

The  Mexican  Government  is  dropping  some  of  their  own  barriers 
to  trade,  such  as  the  Government  purchasing  agenices  and  as  a  re- 
sult trade  is  flourishing.  But  it  isn't  necessary  to  put  in  a  new  155 
percent  teiriff  on  barley  to  get  to  a  free-trade  system. 

This  is  illogical  in  my  mind.  Extremely  illogical. 
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Mr.  Johnson.  You  would  agree  that  we  will  have  vastly  expand- 
ing trade  with  Mexico  regardless  of  the  NAFTA  agreement? 

Ms.  VOGEL.  That's  right.  In  fact,  the  growth  in  the  Mexican  trade 
in  agriculture  in  the  several  years  before  we  had  NAFTA  was  vast- 
ly in  excess  of  what  they  project  we  will  have  after  NAFTA. 

So  I  think  that  those  statistics  would  argue  let's  defeat  NAFTA 
to  expand  trade.  It's  ironic,  but  that's  what  the  numbers  and  the 
projections  appear  to  say  to  me. 

Mr.  Johnson.  I  thank  you.  We  have  wandered  a  bit  afield  in  that 
the  primary  focus  of  this  subcommittee  hearing  is  on  the  Canadian 
grain  imports,  but  certainly  in  a  larger  context  international  grain 
agreements  in  both  Canada  and  Mexico  are  appropriate  for  some 
discussion.  I  would  recognize  the  gentleman  fi-om  Minnesota. 

Mr.  Peterson.  Just  for  your  information,  Sarah,  I  think  you  hit 
on  one  thing  here,  the  dispute  panels  and  how  they  operate.  If  we 
are  going  to  have  to  live  with  these  agreements  or  if  we're  going 
to  get  an  agreement  that  would  be  good  for  us,  we  have  to  have 
some  kind  of  mechanism  to  work  out  these  disputes. 

We  have  done  some  preliminary  looking  into  how  we  could  end 
up  having  a  panel  that  had  three  Americans  and  two  Canadians 
and  they  have  ruled  against  us.  Just  kind  of  curious  how  that  could 
happen. 

And  my  preliminary  look  into  all  of  this,  I  think  one  of  the  prob- 
lems is  that  you  have  to  be  on  this  list  before  you  could  be  put  on 
this  panel  and  the  list  is  created  by  the  Trade  Office  and  I  think 
that  the  people  that  are  on  the  list  are  the  same  people  that  nego- 
tiate these  agreements  which  are  coming  from — either  they  don't 
understand  or  they  don't  want  to  understand. 

So  I  just  want  you  to  know  that  we  have  asked  for  a  General  Ac- 
counting Office  study  of  these  dispute  panels  and  how  it  operates, 
how  you  get  on  these  lists,  how  that  whole  procedure  works  and 
who  are  these  people  that  are  on  this  list? 

Maybe  one  of  the  ways  that  we  can  solve  some  of  these  problems 
if  we  can  get  this  nailed  down,  find  out  exactly  how  it  does  work, 
maybe  we  could  change  the  way  it  operates  so  we  can  get  a  more 
diverse  group  they  could  pick  from  and  if  we  can  make  these  dis- 
pute panels  work  a  little  better  we  may  not  have  some  of  these 
kind  of  problems  that  we're  dealing  with  today. 

Ms.  VOGEL.  Congressman  Peterson,  I  entirely  agree  with  you.  As 
I  understand  the  North  American  Free-Trade  Agreement  dispute 
panel  process,  each  country  can  nominate  10  people  so  there  will 
be  30  people  that  can  be  chosen.  Every  panel  will  have  five,  so  ob- 
viously some  countries  are  going  to  have  two  of  the  five  panelists. 

What  troubles  me  in  addition  to  that  is  that  all  of  the  hearings, 
all  of  the  written  materials,  all  of  the  scientific  evidence  that  they 
may  pull  in  through  scientific  advisory  panels  is  all  secret.  The 
agreement  even  says  that  the  final  report  is  to  be  secret — unless 
they  decide  otherwise. 

So  even  the  final  report  under  this  agreement  could  be  held  se- 
cret and  I  don't  understand  that.  I  don't  understand  why  a  dispute 
over  tomatoes  should  be  more  secret  than  a  criminal  charge  against 
a  member  of  the  Cabinet.  In  the  United  States  we  have  an  open 
court  system  and  it's  very  important. 
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I  don't  understand  why  the  press,  for  example,  isn't  excited  about 
the  secrecy  that  they  are  going  to  have  in  these  panels.  I  think  it's 
a  critical  issue. 

For  example,  I  won't  be  comfortable  with  the  Durum  panel  dis- 
pute until  I  see  what  our  Government  filed  on  our  behalf. 

How  do  we  know,  for  example,  that  the  U.S.  Trade  Representa- 
tive really  did  a  bang-up,  h£ird  hitting  job  for  us?  We'll  never  know 
because  we  can't  see  a  copy  of  the  brief.  It  might  be  fine.  It  might 
not  be,  but  why  the  secrecy?  I  don't  understand  that. 

And  I  would  submit  that  the  10  people  that  will  be  chosen  from 
the  United  States  are  going  to  be  10  trade  lawyers  and  those  trade 
lawyers'  clientele  will  be  the  international  corporations  and  the 
multinational  corporations.  There  won't  be  £iny  farm  lawyers. 
There  won't  be  any  environmental  lawyers.  There  won't  be  any 
labor  lawyers.  So  I  don't  think  that  the  way  the  panel  is  set  up  will 
work  for  ordinary  citizens. 

But  again,  with  fast  track  we're  stuck.  This  is  the  way  it's  going 
to  be.  Tliat's  why  I  look  at  all  of  these  defects  and  I  say  it's  a  nice 
first  draft.  Let's  go  back  and  make  some  changes. 

Mr.  Peterson.  It's — ^well,  hopefully  we  can  find  out  more  about 
just  how  it  does  operate  and  look  at  the  secrecy  question  too  in  the 
context  of  the  GAO  study  and  see  if  there's  some  other  way  we  can 
structure  it. 

But  I  think  part  of  the  reason  we're  in  this  situation  is  that  there 
are  certsdn  interests  that  are  real  involved  in  this  trade  situation 
that  are  trying  to  use  these  trade  agreements  to  actually  get 
around  domestic  law. 

I  mean,  for  example,  they  have  been  unable  to  get  rid  of  the 
sugar  program  directly  so  they  are  going  to  try  to  get  rid  of  it 
through  the  trade  agreement  and  we  have  other  kinds  of  situations 
like  that  that  axe  happening  and  I  think  it's  one  of  the  reasons 
they  want  to  keep  all  of  this  behind  closed  doors  so  that  they  don't 
have  to  actually  talk  about  what  they  are  really  up  to. 

Ms.  VOGEL.  There's  no  precedence  for  secrecy  like  this.  These  are 
not  military  matters.  These  are  disputes  over  tomatoes  and  barley 
and  things  like  that.  What's  the  rationale  for  all  the  secrecy?  It 
makes  me  suspicious. 

Mr.  Johnson.  The  Chair  recognizes  Mr.  Pomeroy. 

Mr.  Pomeroy.  Madam  Commissioner,  good  to  see  you  again. 

Ms.  VoGEL.  Good  to  see  you  too. 

Mr.  Pomeroy.  I  know  as  you  worked  away  at  market  promotion 
in  the  ag  department  when  I  was  in  the  insurance  department  just 
one  floor  below  you  it's  tough  going.  You  make  a  difference  at  the 
edges,  but  it's  unlikely  that  there  will  be  dramatic  overnight  re- 
sults over  the  long  haul.  Would  you  agree? 

Ms.  VoGEL.  Yes,  I  would. 

Mr.  Pomeroy.  Now,  the  fact  that  1990— in  1992  we  had  a  756- 
percent  increase  in  Canadian  grain  imports  into  North  Dakota. 
Does  that  tell  you  something  is  out  of  whack? 

Ms.  VOGEL.  Yes,  it  does.  Let  me  give  an  example  going  back  to 
my  marketing  division.  We  are  a  small  marketing  division,  it  is  a 
small  staff  £md  they  work — ^let's  just  call  them  hyperactive.  They 
work  really  hard. 


137 

This  past  biennium  by  traveling  all  over  the  world  with  a  num- 
ber of  our  companies,  going  to  trade  shows,  with  farm  machinery, 
food  products,  high  value  products,  we  managed  to  accomplish  12 
million  dollars'  worth  of  sales  which  we  were  very  proud  of.  It  was 
an  excellent  result  and  much  better  than  prior  years. 

Compare  that  to  the  1  year  12  million  dollars'  worth  of  Durum 
coming  in  displacing  our  North  Dakota  Durum.  We  went  to  prob- 
ably 15  to  20  trade  shows  around  the  world  with  companies,  dis- 
placed by  1  year's  worth  of  Durum. 

Agriculture  is  the  engine  that  drives  our  economy  and  although 
we  work  very  hard  to  diversify  in  expanding  our  sales,  a  twitch  on 
the  international  scene  can  send  a  lot  of  ripples  through  North  Da- 
kota. 

Mr.  POMEROY.  The  annual  doubling  of  Spring  Wheat  from  Can- 
ada, 21  million  bushels  in  1992  projected  to  be  nearly  40  million 
bushels  in  1993,  was  there  any  shortage  of  Spring  Wheat  in  North 
Dakota  markets  last  year? 

Ms.  VOGEL.  No;  a  very  good  year. 

Mr.  POMEROY.  Basically  the  statistics  I  think  are  compelling.  We 
have  a  flawed  agreement.  We're  getting  killed. 

Ms.  VoGEL.  As  an  example,  I  think  Canada  exports  90  percent 
of  its  wheat.  Small  population  and  huge  production.  The  Western 
Grain  Transportation  Act  subsidy  which  is  $700  million  is  deemed 
a  domestic  subsidy.  That  was  one  of  the  findings  of  the  Durum 
panel.  That's  domestic.  It's  increasing. 

Mr.  POMEROY.  I  am  a  member  of  Collin  Peterson's  anti-NAFTA 
caucus. 

Ms.  VoGEL.  May  I  join? 

Mr.  Peterson.  Costs  you  $10. 

Ms.  VoGEL.  You're  on. 

Mr.  Johnson.  That's  cheaper  than  Ross  Perot. 

Mr.  PoMEROY.  Thank  you,  Sarah. 

Ms.  VoGEL.  Thank  you. 

Mr.  Johnson.  Turn  now  to  the  second  member  of  this  panel,  that 
is,  Dr.  William  Wilson,  professor  at  NDSU. 

STATEMENT  OF  WILLIAM  W.  WILSON,  PROFESSOR,  DEPART- 
MENT OF  AGRICULTURAL  ECONOMICS,  NORTH  DAKOTA 
STATE  UNIVERSITY 

Mr.  Wilson.  Thank  you.  I'm  a  member  of  the  faculty  of  agricul- 
tural economics  at  North  Dakota  State  University  and  I  teach  and 
research  in  the  area  of  international  commodity  trading  and  mar- 
keting. 

For  perspective,  I  received  my  Ph.D.  from  the  University  of 
Manitoba  in  1980  and  as  a  result  of  that  I'm  fairly  famihar  with 
the  operation  of  their  marketing  system. 

In  addition  to  my  university  activities  I'm  a  member  of  the  board 
of  directors  of  the  Minneapolis  Grain  Exchange. 

In  these  activities  I  have  become  pretty  familiar  with  most  of  the 
issues  related  to  this  particular  problem. 

I  point  out  in  the  text  a  number  of  causes  that  contribute  to  the 
in  flow  of  Canadian  grain  into  the  United  States.  I  won't  elaborate 
all  of  those,  except  I  want  to  elaborate  on  two  in  particular. 
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Prior  to  doing  that,  however,  let  me  indicate  how  important  it  is. 
In  the  case  of  Durum  this  particular  year  we  will  produce  less 
Durum  in  the  United  States  than  we  consume  domestically.  That's 
the  severity  of  the  problem.  And  similar  trends  are  occurring  in 
other  grcdns  as  well.  A  few  years  ago  it  was  not  viewed  to  be  as 
great,  but  it  certainly  has  escalated  toward  this. 

One  of  the  causes  of  this  problem  is  the  development  in  the  Eu- 
ropean Economic  Community,  and  I  think  any  discussions  at  all  of 
your  committee  should  pay  close  attention  to  those  developments. 

In  particular,  to  induce  Durum  production  in  these  marginal  re- 
gions of  France,  the  European  Community  introduced  special  sub- 
sidies for  Durum  production  called  a  Durum  area  subsidy.  That 
was  introduced  about  a  decade  ago  and  over  the  past  decade  has 
increased  so  that  last  year  that  Durum  subsidy  was  equal  to  the 
equivalent  of  $88  per  acre. 

As  a  result  of  that  there's  been  a  very  large  shift  in  planted 
Durum  in  France  so  as  to  escalate  it  to  the  point  that  they  have 
now  become  very  large  surplus  producers  of  Durum.  They  export 
Durum  to  most  U.S.  markets  regularly  offered  in  North  Attica  and 
now  currently  regularly  offered  Durum  sales  in  most  South  Amer- 
ican countries. 

The  logic  of  this  I  point  out  on  page  4  of  my  testimony  and  the 
reason  why  it's  important  to  hear,  is  that  expanded  Durum  produc- 
tion in  France  results  in  increasingly  large  restitutions  to  dispose 
of  their  growing  surpluses. 

As  a  result  of  that,  pressure  develops  in  the  United  States  via 
EEP  to  retain  our  market  shares.  As  a  result  of  that,  U.S.  domestic 
prices  become  distorted  relative  to  the  international  marketplace 
and  as  a  result  of  that  pressure  emerges  for  United  States  to  im- 
port Durum  from  Canada. 

I  point  out  another  reason  for  these  imports  and  I  call  this  rea- 
son No.  4  and  probably  is  the  most  important  reason,  it  relates  to 
the  fact  that  the  operation  of  their  farm  subsidy  mechanism  which 
is  concentrated  on  $720  million  going  to  the  WGTA  results  in  the 
abnormally  low  interior  freight  rates. 

As  a  result  of  that  we  end  up  having — the  principal  flows  of 
grain  are  in  Canada  for — to  go  to  points  at  Thunder  Bay  and  Van- 
couver. However,  by  removing  those  for  that  particular  subsidy  re- 
gime we  would  necessarily  increase  price  differentials  across  the 
prairies  and  provide  incentives  for  flows  across  the  border. 

I  point  these  out  in  a  map  on  figures  8  and  9  of  my  text  and  I 
do  this  for  the  following  reason:  Is  that  EEP  is  integrally  entwined 
in  this  entire  complex. 

Figure  9  shows  the  appUcation  of  what  happens  to  geographic 
price  differentials.  These  are  actual  prices  that  existed  in  the 
Northern  American  marketplace  in  the  fall  of  1992. 

In  this  particular  case  we  apphed  EEP  of  $25  per  metric  ton  ap- 
plicable to  purchases  of  Durum  off  of  the  U.S.  gulf  coast. 

As  the  proportion  of  EEP  increases  and/or  bonus  values  increase, 
the  incentive  to  move  Durum  or  any  other  grain  into  the  United 
States  increases.  Hence,  we  have  a  very  complicated  dilemma. 

The  combined  influences  of  logistical  cost  differentials  and  the 
subsidy  mechanism  in  Canada  and  the  EEP  have  the  effect  of  wid- 
ening price  differentials  between  these  two  countries. 
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As  these  differentials  widen  all  of  a  sudden  there's  pressure  in- 
centive for  sales  from  Canada  into  the  United  States.  These  pres- 
sures emerge  from  numerous  areas  including  individual  Canadian 
farmers,  Canadian  accredited  exporters,  U.S.  flour  millers,  all  seek 
to  expand  their  purchases  or  sales  of  Durum  into  the  United 
States. 

I  think  what  I  want  to  illustrate  here  is  that  increasing  EEP  bo- 
nuses and/or  proportional  sales  made  imder  EEP  has  the  impact  of 
widening  this  price  spread  and  in  fact  exacerbates  the  problems. 

Higher  loan  values  would  have  identical  effects  and  I  caution  you 
of  that  because  quite  often  that  is  discussed  as  an  alternative. 

Eliminating  Canadian  Wheat  Board  functions  from  these  trans- 
actions likely  would  remove  their  ability  to  issue  export  licenses 
and  would  probably  exacerbate  the  situation. 

I  point  this  out  to  you  now  because  we  had  an  announcement 
last  Friday  on  barley  which  will  probably,  it's  estimated,  run  an  in- 
crease of  exports  to  the  United  States  of  900,000  metric  tons. 

As  a  matter  of  fact,  part  of  the  purpose  of  that  was  in  fact  to  fa- 
cilitate increased  sales  into  the  United  States. 

I  guess  the  last  point  I'd  like  to  make  is  that  I  studied  this  thing 
for  quite  a  few  years  and  had  to  speak  to  numerous  groups  about 
it.  There's  a  lot  of,  what  I  would  view,  as  shorter  term  attempts 
to  solve  the  problem,  many  of  which  have  been  discussed  here 
today,  but  I  guess  I  would  urge  you  as  Members  of  Congress  to 
think  that  longer  term  these  causes  are  attributable  to  the  incon- 
sistency of  the  United  States-Canadian  policy  mechanisms  and 
their  incompatibility  with  the  free-trade  regime  that  the  United 
States-Canadian  Free-Trade  Agreement  imposed  upon  us. 

Imports  of  Canadian  Durum  are  not  the  only  problem.  Other 
grains  are  affected  similarly  and  many  market  functions  in  the 
United  States,  including  our  futures,  exchanges,  operation  of  export 
programs  are  disturbed. 

Longer-term  solutions  to  these  problems  must  focus  on  efforts  to 
try  to  harmonize  and  coordinate  these  two  systems,  or  else  I  would 
suspect  these  skirmishes  will  continue  indefinitely. 

Certainly  the  experience  of  formulating  the  European  Economic 
Community  in  1957  as  a  trading  block  resulted  in  an  immediate 
and  concurrent  effort  to  create  coordinated  agricultural  policies  in 
participating  countries.  We  have  not  done  this  in  the  United 
States-Canadian  Free-Trade  Agreement  nor  is  it  proposed  under 
NAFTA. 

When  formulating  new  policies  and  implementing  existing  poli- 
cies an  ultimate  objective  of  increased  coordination  must  be  pur- 
sued. Further  research  is  required  in  this  area.  We  would  describe 
it  much  further  than  that,  however,  a  few  observations  should  be 
made. 

We  rely  upon  EEP,  loan  values,  all  of  which  distort  our  markets 
artificially  relative  to  the  rest  of  the  world.  We  rely  upon  set-aside 
programs,  none  of  which  are  participated  in  by  Canadian  or  Mexi- 
can counterparts. 

The  Canadian  market  system  is  highly  regulated,  centralized, 
and  as  a  result  gives  many  advantages  operating  in  this  environ- 
ment. 
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My  text  goes  into  length  on  all  of  these  points  and  I'd  be  happy 
to  answer  any  questions  at  this  point. 

[The  prepared  statement  of  Mr.  Wilson  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  Johnson.  Thank  you,  Dr.  Wilson.  The  Chair  cautions  mem- 
bers of  the  subcommittee  that  in  order  to  conclude  on  time,  and 
have  an  opportunity  for  everyone  to  testify,  that  we're  going  to 
have  to  hold  questioning  down  to  a  couple  minutes  each. 

I  do  appreciate  your  testimony.  Dr.  Wilson,  and  it's  sort  of  a  tes- 
timony explaining  the  unintended  consequences  of  ag  policy  in  gen- 
eral. When  we're  dealing  with  EEP  it's  a  Uttle  bit  like  trying  to  get 
the  Rubik  cube  right.  You  think  you  have  all  the  colors  right  on 
one  side,  you  turn  it  around  and  you  find  you  have  confused  things 
on  the  other  side. 

But  I  do  understand  and  could  oversimpUfy  that  the  con- 
sequences of  EEP  and  EC  Durum  subsidies  are  that  the  United 
States  has  abandoned  the  growing  of  Durum  substantially  £ind  that 
the  Canadians  have  filled  that  vacuum  to  a  substantial  degree. 
Their  expansion  of  Durum  exports  into  the  United  States  has  re- 
sulted in  lower  prices  to  the  point  that  American  farmers  have  sim- 
ply quit  growing  as  much  Durum  and  that  vacuum  then  filled. 

Mr.  Wilson.  The  price  of  Durum — as  a  result  of  this  evolution, 
the  price  of  Durum  really  indicates  that  North  Dakota  has  evolved 
relative  to  other  commodities  that  we're  rapidly  getting  to  the 
point — the  only  place  that  can  profitably  and  substantially  produce 
Durum  is  a  very  small  region  in  northwestern  North  Dakota. 

We  have  gone  from  a  fairly  wide  production  area  to  a  very  small 
and  fi*agile  area  and  I  think  anyone  involved  in  the  Durum  indus- 
try, producers  as  weU  as  marketers  and  consumers,  are  fuUy  aware 
of  that  and  are  very  concerned  about  that  problem. 

Mr.  Johnson.  Ifs  fair  to  say  that  Durum  is  particularly  not  prof- 
itable on  your  better  farmland? 

Mr.  Wilson.  I  couldn't  speak  to  that. 

Mr.  Johnson.  Most  productive  farmland? 

Mr.  Wilson.  I  would  presume  that's  the  case. 

Mr.  Johnson.  Mr.  Peterson. 

Mr.  Peterson.  You  talked  about  the  need  to  harmonize  and  try 
to  get  agricultural  interests  together,  which  it  seems  to  me  makes 
sense  and  we  have  been  taDdng,  as  I  said  earUer,  with  some  of  our 
political  colleagues  on  the  other  side  of  the  border  about  the  possi- 
bility of  doing  this. 

Some  folks  in  my  area  are  talking  about  us  estabhshing  a  wheat 
board  or  a  barley  board  in  the  United  States  and  then  we  could 
work  with  the  Wheat  Board  in  Canada  and  have  a  real  influence 
on  the  market.  What  do  you  think  about  that  idea? 

Mr.  Wilson.  WeU,  in  anticipation  of  that,  I  did  highlight  a  little 
discussion  of  this  in  my  text.  However,  I've  been  asked  this  before. 

I  guess  the  thrust  here  is  to  say  that  the  reason  why  there's  a 
common  agricultural  pohcy  in  Europe  is  exactly  as  a  result  of  the 
tjrpes  of  things  we're  discussing  here  in  this  country  and  until  we 
develop  something  like  that  I  would  suspect  we're  going  to  continue 
to  have  this  problem. 

That  does  not  mean  we  should  have  a  wheat  board.  As  a  matter 
of  fact,  I  would  be  of  the  view  that,  first  of  all,  our  market  system 
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is  way  too  complex  to  think  that  a  bureaucratic  organization  such 
as  a  wheat  bo£ird,  however  it's  administered,  would  ever  be  serv- 
iced more  efficiently  than  is  our  current  system. 

My  casual  observation,  however,  would  be  that  the  Canadian  sys- 
tem is  probably — I'm  going  to  say  rapidly  converging  toward  emu- 
lating some  of  the  functions  that  are  current  in  our  market  system. 

They  have  studied,  as  an  example,  the  WGTA  freight  rate  prob- 
lem since  1957,  The  announcement  was  made  last  Friday  inciden- 
tally that  this  will  be  eliminated  over  a  4-year  period  of  time. 

That's  probably  a  very  radical  change  in  the  marketplace,  which 
will  exacerbate  the  cross  board  of  flows  in  commodities  into  this 
country.  Something  you  should  be  aware  of. 

I  would  say  the  barley  announcement  is  pure  and  simple,  a 
movement  toward  beginning  to  emulate  our  marketplace. 

The  imposition  of  the  GRIP  program  there  several  years  ago 
emulates  to  some  extent  our  target  price  program.  And  on  this  par- 
ticular point  I  gave  a  speech  on  this  in  Winnipeg  on  Tuesday.  It 
was  the  first  time  that  I  sort  of  laid  it  out  in  pubhc. 

And  subsequent  to  that,  Charlie  Mayer,  who's  Administrator  of 
agriculture,  was  asked  what  he  thought  of  the  idea  of  initiating  dis- 
cussions toward  harmonization  of  policies  and  he's  the  one  who's  in 
the  process  of  dismantling  the  Canadian  grain  market  system. 

He  was  very  receptive  to  it,  however,  cautioned  that  he's  worked 
with  seven  different  U.S.  Secretaries  of  Agriculture  in  his  tenure 
and  he's  not  certain  how  it  would  all  evolve. 

Mr.  Johnson.  Mr.  Pomeroy. 

Mr.  Pomeroy.  You  have  raised  many  very  interesting  issues  and 
we're  just  going  to  have  to  talk.  I  want  to,  but  for  the  next  2 
minutes 

Mr.  Wilson.  Thafs  the  role  of  an  academic 


Mr.  Pomeroy.  I  hear  you.  Well,  it  isn't  easy  for  a  Congressman 
to  listen  while  working.  I  agree  with  you  that  the  barley  decision 
represents  perhaps  a  step  in  some  fundamental  restructuring  of 
the  Canadian  grain  markets. 

I  believe  that  they  might  be  attempting  to — let  me  put  it  this 
way:  Is  it  possible  they  are  attempting  to  accomplish  this  in  light 
of  the  present  environment  which  gives  them  an  extremely  lucra- 
tive marketing  opportunity  into  the  United  States  in  light  of  the 
Canadian  Free-Trade  Agreement? 

Mr.  Wilson.  I  would  say  there's  two  causes  and  I've  read  every- 
thing that  went  into  those  barley  studies — I  read  in  great  detail. 

I'd  say  there's  two  causes.  One  is  there's  a  short-term  problem 
in  that  there's  a  very  wide — ^there's  very  lucrative  opportunity  for 
them  temporarily  in  the  United  States.  That  will  probably  be  elimi- 
nated within  2  weeks  of  August  1  when  this  begins. 

Mr.  Pomeroy.  Because  of  price  falls 

Mr.  Wilson.  Correct.  Long  term,  however,  the  xmderlying  forces 
at  hand  is  that  we  in  this  country  have  evolved  toward  a  very  trau- 
matic rationahzation  of  our  chronic  grain  market  system  so  that 
our  handling  margin  and  our  handling  and  shipping  costs  are  prob- 
ably the  most  competitive  of  those  in  the  world  and  are  approxi- 
mately one-fourth  of  those  in  Canada. 
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As  an  example,  handling  margins  in  the  country  and  North  Da- 
kota are  about  8  cents  a  bushel.  They  are  in  the  area  of  21  cents 
a  bushel  in  Canada. 

The  long-term  pressures  that  exist  is  they  have  not  because  of 
their  regulations  been  forced  to  rationalize  their  marketplace  as 
they  occurred  in  this  marketing  system. 

My  suspicion  is  one  of  the  reasons  for  the  long-term  move  toward 
emulating  our  marketplace  is  realizing  that  theirs  simply  doesn't 
work  and  is  not  as  efficient  as  it  should  be  in  the  North  American 
context. 

Mr.  POMEROY.  One  final  question.  I  see  my  red  light  is  on,  but 
the — I  agree  with  you  that  a  free-trade  environment  contemplates 
coordinated  systems.  Do  negotiations  of  NAFTA  or  did  the  negotia- 
tions of  the  Canadian  Free-Trade  Agreement  take  this  sophisti- 
cated approach? 

Mr.  Wilson.  I  would  say  absolutely  not  in  the  case  of  the  United 
States-Canadian  Free-Trade  Agreement.  I  think  in  the  very  aggre- 
gate context  there  was  a  notion  of  equalization  of  producer  subsidy 
equivalents. 

However,  the  definitions  of  those  were  very  nebulous  and  as  it 
turns  out  were  not  as  fair  to  the  United  States  as  probably  should 
have  been  the  case. 

In  addition,  the  application  of  those  in  terms  of  particular  re- 
gions, such  as  we're  discussing  here,  particular  commodities,  was 
not  very  well  thought  out,  I  believe,  from  the  United  States'  per- 
spective. 

Mr.  POMEROY.  Thank  you. 

Mr.  Johnson.  Thank  you,  Mr.  Wilson.  You're  very  helpful.  We 
would  call  Mr.  Alan  Bergman. 

STATEMENT  OF  ALAN  BERGMAN,  PRESmENT,  NORTH  DAKOTA 

FARMERS  UNION 

Mr.  Bergman.  Thank  you,  Mr.  Chairman,  and  members  of  the 
subcommittee.  I'm  Alan  Bergman,  a  farmer  in  southeastern  North 
Dakota. 

Let  me  start  first  with,  Mr.  Chairman,  congratulations  to  you  as 
the  subcommittee  chair.  For  some  of  us  in  this  part  of  the  country 
we're  very  appreciative  of  you  holding  this  position  and  look  for- 
ward to  working  with  you.  I  theink  you  for  coming  to  conduct  this 
hearing. 

Let  me  first  go  through  a  series  of  charts  to  demonstrate,  and  I 
see  Congressman  Pomeroy  has  some  of  those  charts,  on  the  U.S. 
imports  of  Canadian  wheat.  You  can  see  the  steady  growth. 

If  you  look  at  these  charts  quickly,  the  bar  graphs  at  the  end  of 
my  testimony,  the  trend  lines  are  up.  And  you'll  notice  the  last  bar 
graph  is  for  the  first  6  months  of  this  year. 

So,  that  last  bar  graph  if  you  were  going  to  assume  that  it  was 
going  to  double  is  going  to  be  a  dramatic  increase,  and  that  in- 
cludes all  wheat. 

The  next  chart  would  just  describe  Durum  and  here  again,  the 
last  bar  graph  is  for  the  first  6  months  and  you  can  see  where  that 
has  grown  from  zero  up  imtil  now  where  we  now  have  Durum,  as 
someone  previously  mentioned,  at  about  25  percent  of  our  domestic 
consumption. 
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And  the  last  chart,  let  me  say  that  as  we  look  at  the  trend  line 
between  exports  and  imports,  this  is  Durum  production  again,  and 
here  again,  it  shows  our  production  which  you  c£in  see  on  the  top, 
but  also  our  exports  and  our  production  has  been  erratic  with  envi- 
ronmental or  climatic  conditions  and  then  also  a  trend  line  on  the 
exports.  The  trend  line  is  down. 

Now,  there's  two  problems  that  we're  going  to  face  in  that  from 
a  policy  perspective  and  that's  your  first  question  or  one  of  your 
questions  that  we're  to  address  is  what  do  we  do  with  end-use  cer- 
tificates. 

It's  absolutely  essential  in  our  mind  if  we're  going  to  continue 
with  this  type  of  poUcy,  we're  going  to  have  to  have  end-use  certifi- 
cates because  we're  using  our  farm  pohcy,  export  enhancement  and 
that  to  export  Canadian  Durum  so  that's  also  essential. 

This  last  chart.  The  trend  lines  are  just  highlighted  on  there.  So 
that  would  just  outline  that. 

We  look  at  that  as — ^here  again,  with  Durum,  if  we  c£in  just  focus 
on  Durum  and  Durum  is  only  an  example.  You  saw  the  wheat  im- 
pact. We  know  what  Mr.  Wilson  has  said  about  the  barley  impact. 

We're  going  to  be  impacted  in  all  the  grains  along  the  northern 
tier,  but  just  on  Durum  where  the  producer,  and  I  representing 
producers  are  concerned  about  price,  producer  price  for  Durum  his- 
torically was  10  to  15  percent  as  a  premium  to  other  classes  of 
wheat,  now  we're  at  a  discount  of  greater  than  that. 

And  you  heard  the  statistics  of  what  is  going  to  happen  this  year. 
It's  a  demise  of  an  industry  that  we  cultivated  and  expanded  as 
producers  to  a  growing  pasta,  a  growth  of  pasta  consumption  in  the 
United  States,  all  of  that  is  a  negative  for  us  as  producers,  price 
wise. 

Well,  what  are  we  going  to  do  about  it?  We  believe  the  most  ef- 
fective way  to  establish  that  level  playing  field  between  Canada 
and  the  United  States  is  to  implement  a  section  22.  There's  no 
question  about  it. 

And  why  should  we  do  that?  Well,  we  look  at  Canada  and  even 
on  the  proposed  NAFTA  agreement  Canada  left  behind  certain 
parts  of  agricultural  progrsimmings. 

Their  dairy  industry,  their  poultry  industry,  their— or  basic  poul- 
try and  eggs — their  feather  industry  and  the  aggregate,  was  left  be- 
hiiid  because  they  are  going  to  protect  them  under  article  11  of  the 
GATT. 

A  section  22  would  be  something  that  we  could  implement  to  put 
in  that  level  playing  field.  We're  asking  for  quotas  and/or  fees  to 
protect  the  integrity  of  that  board.  That  would  allow  our  domestic 
farm  programs  to  work. 

If  we  do  not  do  that  we're  going  to  have  the  increased  use  of  ex- 
port enhancement  to  move  the  Canadian  wheats  and  we're  going 
to  have  increased  costs  to  our  farm  program  because  farm  income 
has  been  on  the  Federal  Treasury  dollar. 

Anyone  in  this  room  knows  the  problem  we're  going  to  have  with 
the  Federal  Treasury  dollar.  It's  going  to  go  down.  So  we're  gomg 
to  have  to  find  a  way  effectively  to  have  a  farm  program  that  works 
for  the  domestic  producer. 

So  that's  where— everything  that  has  been  proposed  and  dis- 
cussed at  this  meeting  and  other  meetings  that  I  attend,  never  fo- 
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cuses  on  what  the  impact  has  on  the  producer  and  the  producer  on 
both  sides  of  the  board. 

All  we  can  think  about  oftentimes,  as  I  witness,  is  how  do  we  de- 
stroy or  take  away  an  advantage  of  the  producer  in  Canada.  That's 
why  I  go  back  to  section  22  that  would  allow  our  policies  to  work. 

It  would  be  a  good  policy  because  we're  going  to  need  something 
like  that  to  hold  farm  program  costs  down  and  we're  looking  how 
can  we  increase  farm  income  and  protect  farm  income  at  the  level 
right  now  because  we  cannot  have  any  further  hits  to  farm  income. 
Thank  you  very  much,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  Bergman  appears  at  the  conclu- 
sion of  the  hearing.] 

Mr.  Johnson.  Thank  you,  Mr.  Bergman.  What  would  you  re- 
spond to  a  point  that  the  substantial  part  of  the  Canadian  growth 
of  Durum  imports  in  the  United  States  is  as  a  consequence  of 
North  Dakota,  Montana,  other  farmers  in  this  part  of  the  country, 
simply  not  growing  enough  Durum  and  the  Canadians  are  filling 
the  vacuum? 

Mr.  Bergman.  I  think  farmers — they  are  making  a  decision  on 
a  policy  that  has  been  implemented  and  in  place  and  they  are  say- 
ing what  Durum  price  is  going  to  be — it's  a  difficult — agronomically 
it's  more  difficult  for  a  producer  to  grow  Durum  than  it  is  Hard 
Red  Spring. 

So  why  would  we  want  to  grow  Durum  and  go  through  all  that 
trouble,  outside  of  there  may  be  a  niche  area  in  this  State  as  Dr. 
Wilson  outlined  in,  in  the  north — in  the  Durum  triangle  that  may 
maintain  a  Durum  production,  but  the  rest  of  the  State,  why  would 
we  do  it?  We're  going  to  take  less  price  for  a  more  difficult  crop  to 
raise. 

Mr.  Johnson.  On  the  end-use  certificate  issue,  what  would  you 
say  to  those  fi'om  the  grain  trade  and  others  who  would  contend 
that  it  is  already  illegal,  a  criminal  offense,  in  fact,  to  sell  mixed 
grain  and  they  would,  I  think,  make  an  argument  that  there  has 
been  no  track  record  of  evidence  of  any  EEPing  of  Canadian  grain 
at  this  point. 

Do  you  see  the  end-use  certificate  as  a  policy  that  would  further 
assure  that  no  mixing  goes  on  or  is  this  more  a  message  to  send 
to  the  Canadians  that  maybe  gets  your  attention  about  not  just 
end-use  certificates,  but  the  whole  range  of  imports  in  the  United 
States? 

Mr.  Bergman.  I  think,  here  again,  your  last  statement  first,  that 
sends  a  signal  to  the  Canadians,  yes,  that  we're  going  to  have  a 
system  similar  to  yours  and  we're  going  to  track  this. 

Mr.  Johnson.  All  purpose  shot  across  the  bow? 

Mr.  Bergman.  Yes,  but  here  again,  going  back  to  the  trade,  why 
does  the  trade  oppose  an  end-use  certificate?  If  they^re  saying  that 
there's  no  problem  with  it  why  would  they  oppose  it? 

From  a  producer's  perspective  let  me  say  this:  I  cannot  honestly 
say  that  it's  going  to  impact  price  and  that's  what  I'm  concerned 
about.  An  end-use  certificate  will  not  impact  price,  but  it  may  pro- 
tect the  integrity  of  our  programs  that  you  establish  as  policy. 
That's  why  we're  asking  for  end-use  certificates. 

Mr.  Johnson.  I  was  being  a  little  bit  of  the  devil's  advocate  with 
you,  Mr.  Bergman,  but  presumably  they  would  argue  there  are  ad- 
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ministrative  hassles  and  costs  for  a  problem  that  they  would  con- 
tend doesn't  exist.  On  the  other  hand,  there  are  other  policy  and 
single  purposes  for  end-use  certificates,  and  as  you  say,  if  there's 
no  problem,  then  why  not.  But  I  appreciate  your  testimony  and  the 
red  light  is  on.  I  would  recognize  Mr.  Peterson. 

Mr.  Peterson.  I  appreciate  your  testimony.  Stepping  back  from 
all  this,  where  do  you  think — I  had  the  oats  people  in  my  office  a 
year  or  two  ago  complaiaing  that  we're  not  growing  enough  oats 
and  they  wanted  a  Government  program  so  people  would  grow 
more  oats.  I  said  if  you  just  paid  more  you'd  probably  get  more 
oats. 

Now  we're  hearing  we  got  the  same  kind  of  thing  going  on  with 
Durum.  We're  lowering  the  price.  People  can't  make  it  so  we're 
quitting  growing  Durum. 

Where  are  we  heading?  Are  we  going  to  give  up  all  of  these  com- 
modities? Are  we  going  to  become  some  kind  of  country  here  where 
we  let  everybody  else  grow  our  grain  and  commodities  because  they 
can  grow  them  cheaper  or  they  will  grow  them  cheaper?  Do  you 
think  that's  where  we're  heading? 

Mr.  Bergman.  Yes.  Well,  we  represent  a  general  farm  organiza- 
tion, all  commodities.  We  see  that  on  all  fronts  going  how  can  we 
originate  the  product  the  cheapest  place  in  the  world  irrespective 
of  all  other  concerns. 

Mr.  Peterson.  Do  you  agree  with,  and  I  think  I  agree  with  this, 
have  you  heard  former  Gk>vemor  Sinner  speak  about  how  agri- 
culture and  energy  should  not  be  part  of  free  trade? 

Mr.  Bergman.  Yes. 

Mr.  Peterson.  Do  you  agree  with 

Mr.  Bergman.  Yes. 

Mr.  Peterson.  Too  bad  everybody  in  this  country  can't  hear  that 
speech. 

Mr.  Bergman.  Yes.  I  would  concur  totally. 

Mr.  Peterson.  Thank  you  for  your  testimony.  We  appreciate  it. 

Mr.  Johnson.  (Jentleman  from  North  Dakota. 

Mr.  POMEROY.  Knowing  the  former  Governor  as  I  do,  I'm  sure 
he'd  be  happy  to  give  it  to  everyone  in  this  country  at  any  time. 

Proving  up  of  section  22  for  Durum,  do  you  have  an  evaluation 
as  to  whether  we  could  break  out  Durum  separate  from  wheat? 

Mr.  Bergman.  I  believe  not  from  our  investigation,  no,  it's  an  ag- 
gregate. Understand  that  it's  a  problem,  but  let  me  first  chart  the 
growth  of  wheat  imports.  It's  not  an  isolated  issue  just  to  Durum, 
and  the  barley  issue  will  dramatically  impact  that  also,  so  we  have 
to  look  at  all  grains  with  the  section  22. 

Mr.  POMEROY.  That's  very  interesting.  I  thought  of  section  22  as 
barley  because  it  would  be  easier  to  prove  they  are  a  smaller  mar- 
ket, easier  to  show  the  market  impact,  but  you're  indicating  with 
the  cumulative  effect  of  the  increasing  Spring  Wheat  now  coming 
in  and  compounding  whaf  s  been  a  catastrophe  in  Durum  we  may 
be  getting  critical  mass  in  terms  of  being  able  to  show  section  22? 

Mr.  Bergman.  Let  me  correct  what  I  just  said.  Technically,  I  be- 
heve  that  you  can  separate  wheat  and  barley  on  a  section  22,  but 
you  cannot  separate  the  classes  of  wheat. 

Mr.  PoMEROY.  Yes. 

Mr.  Bergman.  I'm  not  the  expert. 
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Mr.  POMEROY.  Although,  we  have  a  course  of  activity  here  which 
does  help  make  the  case.  I  mean  I  understand  the  proof  was  dif- 
ficult in  wheat  because  our  market  is  so  vast  it's  hard  to  show  rel- 
ative percentage  increase,  but  with  barley  we  are  facing  a  very  sub- 
stantial dislocation  of  our  markets. 

Mr.  Bergman.  We  believe  the  proof  is  there.  We  do  not  believe 
the  political  will  is  there. 

Mr.  PoMEROY.  We'll  see  if  we  can't  do  something  about  that. 

Mr.  Bergman.  We'd  appreciate  your  help  in  that.  We  have  writ- 
ten, signed  yesterday  the  second  letter  to  Mr.  Kantor  and  Mr.  Espy 
on  this  very  issue. 

Mr.  PoMEROY.  Alan,  I'm  worried  about  the  impact  of  the  budget 
cuts  on  farm  programs.  The  committee  imposed  the  additional  5 
percent  increase  in  flex  acres  as  a  way  to  realize  savings  in  the 
farm  program  which  we  were  mandated  to  reach  by  the  Budget 
Committee. 

This  will  increase  the  importance  of  farmers  being  able  to  com- 
mit some  of  their  acreage  to  alternate  crop  production.  Are  you  in- 
dicating that  these  practices  of  the  Canadian  imports,  first  in 
Durum,  now  in  barley,  might  affect — oats,  might  effectively  be  tak- 
ing away  alternate  production  opportunities  for  farmers  that  are 
more  important  now  than  ever  before  in  light  of  their  increase  flex 
acreage? 

Mr.  Bergman.  Absolutely,  especially  with  that  individual  who 
only  has  a  wheat  base  and  barley  is  the  alternative  crop  and  there 
are  those  in  this  State  who  will  be  dramatically  impacted  by  this 
type  of  policy. 

Mr.  Pomeroy.  Is  that  a  particular  problem  for  North  Dakota? 

Mr.  Bergman.  Yes,  it  is. 

Mr.  Pomeroy.  No  more  questions. 

Mr.  Johnson.  Thank  you,  Alan.  All  right.  We  will  move  next  to 
Ms.  Julie  Bleyhl. 

STATEMENT  OF  JULIE  A.  BLEYHL,  DIRECTOR,  LEGISLATIVE 
SERVICES,  MINNESOTA  FARMERS  UNION 

Ms.  Bleyhl.  Mr.  Chairman,  my  name  is  Julie  Bleyhl  and  I  am 
here  today  for  David  Frederickson,  president  of  Minnesota  Farmers 
Union.  I  serve  as  legislative  services  director  for  Minnesota  Farm- 
ers Union. 

Our  organization  represents  25,000  people  who  depend  on  family 
farming  and  the  rural  communities  it  supports.  I  appreciate  the  op- 
portunity to  testify  before  you  today. 

It  is  often  said  that  liberalized  trade  will  be  a  boon  to  U.S.  pro- 
ducers. We're  told  that  it  will  open  new  markets,  expand  others, 
£uid  help  farmers  get  higher  prices  for  the  commodities  they 
produce. 

To  benefit  from  these  new  and  expanding  markets,  international 
agreements  such  as  the  North  American  Free-Trade  Agreement 
and  the  General  Agreement  of  Tariffs  and  Trade  have  been  nego- 
tiated on  our  behalf. 

Approval  of  those  agreements  lies  with  Congress,  people  such  as 
you  who  are  supposed  to  ensure  that  Government  and  its  programs 
function  in  the  best  interest  of  people. 
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For  that  to  happen,  the  Minnesota  Farmers  Union  behaves  that 
NAFTA  and  GATT  must  not  be  approved,  even  if  side  agreements 
are  drafted  that  provide  so-called  fixes  because  both  agreements 
are  inherently  flawed. 

The  proposed  agreements  do  open  markets,  but  they  do  nothing 
to  protect  U.S.  producers  fi*om  an  influx  of  foreign  commodities 
that  cost  less,  are  of  lower  quality,  and  don't  meet  the  stringent 
food-safety  regulations  that  U.S.  producers  must  meet. 

Creating  a  wide-open  laissez  faire  system  will  reap  economic  dis- 
aster on  this  Nation's  family  farms,  its  rural  people,  and  the  food 
all  of  us  farm  and  city  folk  eat  every  day. 

Today,  I  would  like  to  paint  a  picture  of  the  potential  economic 
damage  that  these  trade  agreements  would  create  if  approved  in 
their  current  form. 

The  facts  behind  our  experience  with  the  existing  trade  agree- 
ment the  United  States  has  with  Canada  show  that  liberalizing 
trade  does  not  help  producers. 

In  fact,  it  does  the  opposite.  It  causes  economic  damage  as  for- 
eign countries,  even  politically  friendly  ones  such  as  Canada,  use 
the  provisions  of  such  agreements  to  their  own  advantage. 

Neither  Canada  nor  any  other  country  should  be  faulted  for  their 
action.  Free  trade  means  what  it  implies;  an  open  market  for  ev- 
erybody to  compete. 

But  producers,  per  se,  don't  do  the  competing  nor  do  they  reap 
the  economic  benefits  in  a  fi'ee-trade  system.  In  the  United  States, 
five  firms,  with  Minneapolis-based  Cargill  topping  the  list,  control 
46  percent  of  tiie  grain  trade.  Any  profits  that  grow  out  of  a  liberal- 
ized trade  system  will  remain  at  the  corporate  level. 

The  market  control  of  these  companies  is  not  limited  to  the  Unit- 
ed States.  Other  countries  provide  their  producers  with  higher 
price  supports.  But  even  Government  programs  such  as  those  don't 
and  won't  stop  these  huge  multinational  faceted  food  companies 
from  using  trade  agreements  to  their  own  advantage. 

Producers  are  dependent  on  market  prices,  prices  that  history 
shows  follow  the  loan  rate.  Except  in  times  of  short  supply,  market 
prices  remain  at  slightly  above  the  loan  rate.  Such  a  practice  keeps 
farm  income  low,  but  not  low  enough  that  producers  caii't  find  the 
economic  wherewithal  to  keep  pumping  raw  commodities  into  the 
system. 

The  fate  of  a  grain  company's  profit  and  loss  margin  rests  with 
a  number  of  other  factors,  the  least  of  which  is  the  market  price 
or  the  conventional  supply  and  demand  theory. 

Although  oversimplfeed,  their  grain  holdings  give  them  the  abil- 
ity to  create  market  conditions,  domestically  or  internationally, 
that  allow  them  to  follow  the  old  rule  of  **buy  low  and  sell  high" 

But  the  Minnesota  Farmers  Union  beUeves  that  producers'  abil- 
ity economically  to  stay  ahead  of  this  game  and  keep  farming  is 
coming  to  an  end  with  tiie  advent  of  agreements  such  as  GATT  and 
NAFTA.  .     , 

Both  agreements  are  designed  to  help  a  company  collectively 
move  grain  on  the  market  rather  than  give  family  farms  the  oppor- 
tunity to  receive  a  price  that  covers  actual  production  costs  and 
provides  an  economic  standard  of  living  that  approaches  even  an 
acceptable  level. 
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Since  the  United  States-Canadian  Free-Trade  Agreement  was 
signed  in  1987,  Canadian  exports  to  the  United  States  have  in- 
creased while  United  States  exports  have  continued  to  decrease. 

The  numbers  speak  for  themselves.  Despite  the  fact  that  Amer- 
ican farmers  produced  more  wheat,  United  States  exports  fell  by 
300  million  bushels  from  1983  to  1991  while  Canadian  imports 
grew  by  33.9  million  bushels  during  that  same  time. 

Free  trade,  a  concept  that  producers  hear  about  all  the  time, 
hasn't  helped  U.S.  markets.  Our  exports  continue  to  drop  despite 
claims  to  the  contrary  that  foreign  markets  are  the  hope  for  the  fu- 
ture. 

Minnesota  Farmers  Union  does  not  contend  that  all  we  produce 
can  be  consumed  domestically.  But  Congress,  under  any  trade 
agreement,  must  ensure  that  the  market  trends  of  the  1980's  and 
1990's  do  not  continue. 

If  Canada  can  increase  its  exports,  the  United  States  ought  to  be 
able  to  do  the  same  so  producers  can  benefit  fi*om  these  markets. 

Yet,  any  trade  agreement  also  must  consider  the  impact  imports 
have  on  U.S.  producers,  particularly  here  in  prime  wheat  and 
Durum  country. 

Prior  to  the  United  States-Canadian  Free-Trade  Agreement, 
United  States  producers  received  a  substantial  premium  for  Durum 
since  it  was  considered  a  specialty  crop. 

Since  the  agreement  went  into  effect,  the  premium  has  dis- 
appeared and,  for  a  long  period  of  time,  producers  got  a  higher 
price  for  Hard  Red  Winter  wheat. 

Minnesota  Farmers  Union  believes  that  the  market  impact  de- 
scribed above  was  a  direct  result  of  the  United  States-Canadian 
Free-Trade  Agreement. 

Here  in  Minnesota,  the  Farmers  Union  fears  that  the  same  situa- 
tion that  occurred  with  Durum  will  happen  with  barley.  But,  un- 
like Durum,  shipments  of  barley  across  the  border  will  have  a  large 
economic  impact  because  of  increased  volume. 

Canada  grows  25  percent  more  barley  each  year  than  the  United 
States.  Given  the  Canadian  track  record  of  using  exports  to  its  ad- 
vantage and  the  Canadian  agricultural  Minister's  decision  to  re- 
move barley  from  the  control  of  the  Canadian  Wheat  Board,  the 
fear  is  not  baseless. 

Such  a  massive  release  of  barley  across  the  border  would  strike 
another  blow  to  producers  already  reeling  from  the  Durum  influx. 
The  prices  U.S.  producers  received  would  drop,  sending  already 
poor  farm  income  even  lower. 

Imports  of  wheat  and  barley  from  Canada  have  caused  a  stir  in 
Minnesota.  Farm  and  commodity  organizations  supported  State 
legislation  this  year  that  would  have  required  a  penny-a-bushel  as- 
sessment on  wheat  and  barley  brought  into  Minnesota  from  Can- 
ada. 

The  assessment  proposed  was  the  same  assessment  that  Min- 
nesota farmers  pay  as  a  check-off  fee  for  research  and  promotion 
activities. 

Despite  passage  in  both  the  State  house  and  senate,  Minnesota's 
Governor  vetoed  the  bill.  Actions  such  as  this  on  the  State  level  in- 
dicate that  so-called  free  trade  with  Canada  already  has  delivered 
benefits,  but  United  States  farmers  haven't  been  the  recipients; 
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rather,  foreign  growers  and  grain  giants  that  buy  their  grain  have 
been  the  beneficiaries. 

The  results  of  scenarios  such  as  this  is  not  difficult  to  see.  As  his- 
tory has  shown,  Congress  likely  would  revamp  or  eliminate  farm 
programs  to  reduce  spending. 

The  losers  would  be  efficient  family  farmers  who  follow  environ- 
mentally sound  practices  that  preserve  their  land,  resources,  and 
the  rural  communities  whose  infrastructure  and  tax  base  depend 
on  these  farms  for  economic  support. 

The  winners  would  be  companies  that  use  so-called  free  trade  to 
their  own  advantage,  which  is  nothing  more  than  making  sure  the 
company  profits  keep  growing. 

I  appreciate  the  opportunity  to  testify  before  you  today  and  I'd 
be  happy  to  answer  any  questions  that  you  have.  But,  in  closing, 
I  want  to  emphasize  that  the  Minnesota  Farmers  Union  believes 
NAFTA  and  GATT  would  do  more  harm  than  good. 

As  the  discussion  continues  in  Washington  on  fi-ee  trade,  actual 
farm  income  continues  to  decline  as  do  our  rural  communities  and 
the  people  who  live  there. 

At  the  same  time,  Cargill,  a  major  player  in  the  secret  trade  ne- 
gotiations that  produced  NAFTA,  continues  its  profitable  reign  atop 
Fortune  500  companies.  That,  Mr.  Chairman,  is  fi*ee  trade  in  action 
and  the  facts  show  that  it  doesn't  work.  Thank  you. 

[The  prepared  statement  of  Ms.  Bleyhl  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  Johnson.  Thank  you.  In  the  United  States  we  export  over 
half  of  our  grain  and  that  is  even  with  a  substantial  set-aside  acre- 
age and  a  massive  36-million-acre-plus  CRP  program. 

You're  not  suggesting  that  we  can  rely  exclusively  on  domestic 
consumption  of  American  grain,  is  that — — 

Ms.  Bleyhl.  That's  correct,  Mr.  Chairman. 

Mr.  Johnson.  Do  you  envision  sort  of  a  global  protectionist  swing 
where  each  nation  will  shut  out  the  agricultural  exports  of  the  oth- 
ers in  order  to  try  to  force  up  the  domestic  price  for  their  own  farm- 
ers? 

Where  does  that  lead  us  down  the  road  then  if  that  begins  to 
close  off  export  markets? 

Ms.  Bleyhl.  Mr.  Chairman,  I've  had  the  opportunity  to  travel  in 
some  other  countries  in  Europe  and  spend  some  time  in  Canada 
last  summer  and  in  looking  at  countries  as  they  make  fundamental 
decisions  of  who  are  we  going  to  help  I  think  that's  what  we  need 
to  be  considering  here. 

In  coming  from  a  farm  organization  perspective  we  feel  that  that 
help  ought  to  be  support  for  farmers,  rather  than  the  continued 
emphasis  that's  withm  domestic  farm  pohcy.  We  have  looked  at 
EEP,  and  we  as  an  organization  have  felt  that  that's  been  a  help 
to  the  multinationals  rather  than  to  the  farmers. 

And  if  you  look  at  overall  in  the  direction  that  we're  heading,  we 
continue  down  this  path  within  the  United  States  pulling  back  sup- 
port fi-om  our  farmers,  and  other  countries  are  continuing  to  figure 
out  ways  to  try  and  help  the  farms  and  I  think  that's  where  overall 
and  across  the  board  with  agriculture  we  need  to  make  a  fun- 
damental decision  who  are  we  going  to  support. 

Mr.  Johnson.  Mr.  Pomeroy. 
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Mr.  POMEROY.  I  reiterate  the  question  that  I  just  put  to  Mr. 
Bergman  and  ask — I'm  less  famiUar  with  Minnesota  agriculture. 

Do  you  see  the  activities  in  the  Canadian  import  phenomenon  we 
have  been  talking  about  this  morning  adversely  impacting  the  al- 
ternative use  potential  of  your  farmers  under  the  flex  program? 

Ms.  Bleyhl.  Mr.  Chairman,  we  look  at  continuing  to  make  deci- 
sions again  as  to  your  set-aside,  whether  it  be  the  acreage  reduc- 
tion program  or  whether  it  be  flex  and  we  look  at  the  changes,  yes, 
there  are  going  to  be  substantial  changes  that  farmers  will  make 
and  that  is  definitely  going  to  have  an  impact. 

And  we  can  look  at  the  changes  that  will  take  place  and  how 
that  will  affect  small  farms  as  compared  to  large  farms  and  that's 
been  a  general  concern  of  our  organization  all  along  and  any  time 
there's  opportunities,  whether  it  be  through  flex  or  other  options  in 
and  out  of  the  farm  program,  the  farmers  will  take  advantage  of 
whatever  they  can  to  improve  that  bottom  line,  but  at  the  same 
time  that's  going  to  have  ramifications  throughout  other  parts  of 
the  program. 

Mr.  POMEROY.  This  is  a  little  aside  from  the  point,  but  as  we 
wrestled  with  whether — how  to  obtain  the  savings  that — how  to 
make  the  cuts  we  had  to  make,  we  argued  acreage  reduction  pro- 
gram versus  flex,  2-percent  acreage  reduction  program  saved  about 
the  same  money  as  a  5-percent  flex,  but  ultimately  the  5-percent 
flex  was  chosen  over  my  objection  largely  because  the  majority  sin- 
cerely wanted  to  give  farmers  alternative  chances  for  using  their 
lands. 

That's  a  solid  rationale,  but  if  your  most  obvious  options  effec- 
tively don't  have  markets  in  light  of  Canadian  grain  import  activ- 
ity, it  is  a  tough  situation  for  our  producers. 

Ms.  Bleyhl.  Mr.  Chairman,  just  to  follow  up  by  saying  just  given 
the  situation  that  potentially  could  come  about  with  barley  that  we 
watch  it  happen  with  Durum,  I  think  the  impact  with  that  is  going 
to  be  much  more  extreme. 

Mr.  POMEROY.  I  agree.  Thank  you  for  promoting  me  to  chairman. 

Ms.  Bleyhl.  Excuse  me. 

Mr.  Johnson.  Merely  a  junior  member. 

Mr.  PoMEROY.  I've  been  suggesting  it  would  be  appropriate,  but 
no  one  listens. 

Mr.  Johnson.  That's  all  right.  Thank  you,  Ms.  Bleyhl,  and  we'll 
go  next  on  the  panel  to  Mr.  Howard  Schmid. 

STATEMENT  OF  HOWARD  SCHMID,  FRESmENT,  NORTH 
DAKOTA  FARM  BUREAU 

Mr.  Schmid.  Chairman  Johnson,  Congressman  Pomeroy,  and 
Congressman  Peterson,  thank  you  very  much  for  coming  here  today 
to  the  grassroots.  I'm  a  farmer  from  Oberon,  North  Dakota,  which 
is  in  the  north  central  part  of  North  Dakota  and  I  serve  as  presi- 
dent of  the  North  Dakota  Farm  Bureau. 

The  Canadian  Free-Trade  Agreement  has  caused  great  concern 
for  the  future  of  the  Durum  and  barley  markets  in  the  United 
States.  There's  been  significant  damage  done  to  the  U.S.  Durum  in- 
dustry due  to  the  market  being  flooded  with  Canadian  Durum. 

During  the  5-year  period  from  1986  to  1991  Csinadian  shipments 
have  increased  by  several  hundred  percent  with  the  percentage 
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being  much  higher  in  the  current  marketing  year.  During  the  same 
period  we  have  seen  the  average  price  of  Durum  decline  signifi- 
cantly. 

It's  quite  obvious  that  Durum  producers  have  suffered  due  to  the 
trade  agreement  with  Canada.  This  similar  market  deterioration  is 
possible  with  barley. 

Dr.  Collin  Carter,  at  the  University  of  CaUfomia-Davis  recently 
did  a  study  for  ag  Canada.  In  that  study  Dr.  Carter  stated  that 
there's  a  possible  export  market  of  900,000  tons  of  barley. 

This  would  lead  to  a  substantial  decrease  in  the  price  of  barley 
and  the  timing  of  this  is  also  quite  significant  to  go  into  effect  on 
August  1  which  is  harvest  time  in  North  Dakota,  harvest  time  in 
Canada. 

Many  years  we  have  a  problem  with  shipping  our  grain  with 
plugged  elevators,  with  a  shortage  of  boxcars,  even  if  there  isn't 
Canadian  barley  coming  into  my  elevator  in  Oberon,  North  Dakota, 
the  cumulative  effect  of  the  demand  on  boxcars  and  other  parts  of 
the  system  could  affect  my  ability  and  the  ability  of  many  other 
farmers  to  deliver  their  crop  at  harvest  time. 

The  policy  of  the  American  Farm  Bureau  is  to  support  the  use 
of  EEP  for  all  commodities  in  all  markets  where  they  face  imfair 
foreign  competition.  The  Mexican  market  is  not  excluded  from  this 
policy.  We  must  ensure  that  we  do  not  lose  market  share  in  Mexico 
due  to  luifair  trading  practices. 

The  United  States  must  be  prepared  to  counteract  unfair  sub- 
sidies by  Canada,  or  any  other  country,  with  its  own  subsidies  and 
we  would  hope  that  NAFTA  would  not  prevent  this  action. 

Earlier  in  my  testimony,  I  spoke  of  the  Farm  Bureau's  concern 
for  the  maintenance  of  our  domestic  markets  due  to  the  increasing 
amounts  of  grain  being  imported  fi:t)m  Canada. 

The  influx  of  foreign  commodities  also  threatens  the  well  being 
of  U.S.  export  markets;  a  market  which  had  shrunk  considerably 
in  recent  years  due  to  expanded  production  and  aggressive  market- 
ing by  the  EC  and  Canada. 

I  would  hate  to  think  that  what  our  U.S.  market  share  would  be 
if  EEP  program  was  not  available  and  utilized. 

The  1990  farm  bill  very  clearly  states  that  only  commodities  that 
have  been  produced  entirely  in  the  United  States  are  eligible  for 
participation  in  U.S.  Grovemment  assisted  export  programs. 

The  increasing  amount  of  Canadian  grain  exported  here  by  the 
Canadian  Wheat  Board  and  possibly  in  the  future  directly  exported 
to  our  country  by  individual  farmers  and  locEil  Canadian  co-ops  fos- 
ters some  concern  that  this  foreign  grain  may  be  commingled  with 
domestic  production. 

The  ability  of  local  grain  pools  and  individual  producers  to  mar- 
ket barley,  as  I  just  mentioned,  multipUes  these  concerns. 

Canada  currently  has  a  very  stringent  end-use  certificate  pro- 
gram that  must  be  adhered  to  by  those  handling  grains  of  foreign 
origin.  The  system  tracks  foreign  grains  from  the  time  of  entry  to 
the  point  of  final  use  and  protects  the  integrity  of  Canadian  pro- 
duced grain. 

Farm  Bureau  supports  the  adoption  of  a  similar  end-use  certifi- 
cate program  in  this  country.  End-use  certificates  should  be  re- 
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quired  on  all  commodities  where  Canadisins  reqiiire  similar  docu- 
mentation. 

I  cannot  stress  more  the  need  to  protect  the  integrity  of  U.S.  ex- 
port programs.  If  U.S.  export  programs  are  compromised  or  elimi- 
nated due  to  the  inclusion  of  foreign  grains,  the  farming  industry 
as  a  whole  would  be  jeopardized. 

Again,  I'd  like  to  thank  you  gentlemen  for  being  with  us  today 
and  I'd  be  happy  to  respond  to  questions. 

[The  prepared  statement  of  Mr.  Schmid  appears  at  the  conclu- 
sion of  the  hearing.] 

Mr.  Johnson.  Thank  you,  Mr.  Schmid.  North  Dakota  Farm  Bu- 
reau supports  the  end-use  certificate  approach  to  mirror  the  Cana- 
dian use  of  certificates. 

I'm  not  as  familiar  with  each  commodity  that  the  Canadians 
apply  this  process  to,  but  would  there  be  some  American  crops  that 
go  out  under  EEP  that  would  not  be  subject  to  end-use  certificates 
because  the  Canadians  don't  require  it  on  their  side? 

Mr.  Schmid.  I  don't  quite  follow  the  correlation  there.  Congress- 
man. 

Mr.  Johnson.  Well,  what  I'm  saying  is  that  you  support  a  mirror 
end-use  certificate  approach.  We  would  require  end-use  certificates 
on  the  same  commodities  if  Canada  requires  it? 

Mr.  Schmid.  Right. 

Mr.  Johnson.  But  are  there  some  additional  commodities  which 
we  export  under  EEP  which  are  not  subject  to  Canadian  end-use 
certificates  to  your  knowledge? 

Mr.  Schmid.  I  don't  know.  Really  I  don't  compare  this  to  EEP. 
I'm  strictly  talking  about  imports  from  Canada,  that  if  the  Canadi- 
ans require  end-use  certificates  on  barley  or  on  wheat  or  Durum 
fi-om  our  country  then  we  require  the  same  on  them.  Presently  we 
aren't  EEPing  into  Canada,  I  don't  believe.  I  believe  it  would  be  a 
little  bit  of  a  coal  Newcastle  situation. 

Mr.  Johnson.  Now,  the  point  I  was  trying  to  drive  at,  the  reason 
for  the  end-use  certificate  is  to  prevent  the  commingling  and  the 
subsidization  of  Canadian  grain. 

But  in  any  event,  let  me  move  on  to  another  point  and  this  is 
more  of  a  comment  than  a  question.  And  that  is  it  seems  to  be  re- 
quiring EEP  to  do  a  lot.  I  have  supported  EEP  to  Mexico,  but  we 
have  about  $1  billion  budget  for  EEP.  It  has  grown  to  that  size. 

We're  under  tremendous  budget  pressures  not  to  get  much  larger 
while  at  the  same  time  more  commodities,  particularly  people  who 
grow  things  other  than  wheat,  are  particularly  anxious  to  have  an 
EEP  advantage  themselves.  Particularly  the  value-added  side,  the 
pork  producers  and  so  on,  are  very  anxious  to  receive  some  EEP 
usage  and  so  we  have  perhaps  more  demands  on  the  use  for  the 
limited  number  of  EEP  dollars  available  to  us  than  we  adopt. 

But  in  any  event,  I  appreciate  your  perspective  on  an  aggressive 
use  of  EEP  and  not  just  to  Mexico,  but  to  any  other  country  where 
presumably  unfair  trade  advantages  are  taking  place  and  on  the 
end-use  certificate. 

Mr.  Peterson. 

Mr.  Peterson.  I'm  just  wondering  if  your  North  Dakota  Farm 
Bureau  supports  end-use  certificates.  Do  you  know  I  thought  the 
national  was  against  them. 
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Mr.  SCHMID.  No.  Our  nationsil  policy  supports  end-use  certifi- 
cates. 

Mr.  Peterson.  They  do? 

Mr.  SCHMID.  In  the  case  where  the  country  such  as  Canada  re- 
quires them  we  support  on  the  national  level  end-use  certificates 
reciprocally. 

Mr.  Peterson.  All  right.  Thank  you. 

Mr.  Johnson.  Mr.  Pomeroy. 

Mr.  Pomeroy.  Howard,  just  a  quick  question,  actual  observation. 
In  my  years  of  working  with  the  Farm  Bureau  in  North  Dakota  on 
a  variety  of  things,  most  particularly  insurance  commissioner  on 
health  insurance  issues,  but  more  recently  on  a  wider  array  of  ag 
issues,  I  detect  sometimes  a  shght  difference  of  perspective  be- 
tween the  State  organization  and  the  national  organization  £ind  I 
could  only  underscore  how — I  think  along  the  lines  Collin  was  get- 
ting at,  I  think  it's  extremely  important  that  the  North  Dakota  or- 
ganization help  the  national  Farm  Bureau  organization  understand 
the  concept  of  free  trade  so  enthusiastically  embraced  by  the  na- 
tional organization  only  works  for  North  Dakota  for  American  ag 
producers  if  it's  fair  trade.  I  don't  think  anyone  knows  better  than 
North  Dakota  Farm  Bureau  members  there  can  be  some  serious 
downsize  to  this  application  of  free  trading  phenomenon  if  the 
agreements  are  fundamentally  flawed  in  the  first  place. 

So  your  activities  within  the  national  organization  to  try  and 
help  them  have  that  perspective  I  think  will  be  very  helpful. 

Mr.  SCHMID.  We  do  express  those  concerns.  Congressman,  JDut  of 
course,  the  American  Farm  Bureau  is  a  national  organization,  a 
general  farm  organization  that  represents  interests  from  all  over 
the  country  just  as  the  Congress  of  the  United  States  does  and  we 
speak  our  voice  just  as  you  do  and  hopefully  we  can  make  changes 
that  would  be  beneficial  to  North  Dakota,  Minnesota,  and  this  part 
of  the  country. 

Mr.  Pomeroy.  I  have  noticed  in  Congress  I  don't  get  my  way  all 
the  time  either. 

Mr.  Johnson.  Thank  you,  Mr.  Schmid.  We  will  move  on  now  to 
the  second  panel. 

The  second  panel  is  composed  of  Robert  Ibes,  director  of  National 
Barley  Growers  and  vice  chair  of  the  North  Dakota  Barley  Grow- 
ers, Eldridge,  North  Dakota;  Dr.  Neal  Fisher,  deputy  director  of 
North  Dakota  Wheat  Commission  in  Bismarck,  North  Dakota;  Mr. 
Lawson  Jones,  president  of  the  U.S.  Durum  Growers  Association  of 
Bismarck,  North  Dakota;  Mr.  Noel  Kjesbo,  president  of  Minnesota 
Association  of  Wheat  Growers,  Red  Lake  Falls,  Minnesota;  Mr.  Ste- 
ven D.  Strege,  executive  vice  president  of  the  North  Dakota  Grain 
Dealers  Association  in  Fargo;  Mr.  Grerald  Lacey,  president  of  the 
National  Barley  Growers  Association  of  Red  Lake  Falls,  Minnesota, 
and  Mr.  Dan  Lautenschlager,  president  of  the  North  Dakota  Grain 
Growers  Association  of  Berthold,  North  Dakota. 

Welcome  to  aU  of  you. 

And,  again,  we  will  follow  the  same  ground  rules  with  this  panel. 
We  will  abide  by  the  5-minute  rule  for  testimony  so  you  may  want 
to  summarize  your  full  statement,  but  yoxir  full  statements  are  re- 
ceived in  the  record,  but  do  whatever  you're  most  comfortable  with 
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the  use  of  your  5  minutes  and  then  we  will  turn  to  some  question- 
ing and  so  we  will  proceed  with  that  with  Mr.  Ibes. 

STATEMENT  OF  ROBERT  D.  IBES,  VICE  CHAIRMAN,  NORTH  DA- 
KOTA BARLEY  COUNCIL,  AND  DIRECTOR,  NATIONAL  BARLEY 
GROWERS  ASSOCIATION 

Mr.  Ibes.  Thank  you,  Congressman  Johnson,  Congressman  Pe- 
terson, and  Mr.  Pomeroy.  I'm  Robert  Ibes.  I'm  substituting  for 
Brian  Aanstad  who  couldn't  be  here  today. 

I  operate  a  farm  near  Eldridge,  North  Dakota.  My  testimony 
today  is  presented  as  a  barley  producer.  I  feel  my  remarks  reflect 
the  thinking  of  all  serious  barley  farmers. 

I  am  vice  chairman  of  the  North  Dakota  Barley  Coxmcil  and  a 
director  of  the  National  Barley  Growers  Association,  an  organiza- 
tion that  represents  over  75  percent  of  the  U.S.  barley  production. 

The  courtesy  of  the  General  Farm  Commodities  Subcommittee 
members  to  meet  today  and  listen  to  the  testimony  is  much  appre- 
ciated. My  remarks  will  be  confined  to  the  problems,  real  and  per- 
ceived, created  by  the  predatory  marketing  practices  of  Canada  in 
export  of  barley. 

North  Dakota  is  perennially  the  largest  barley  producing  State. 
Our  barley  is  marketed  into  many  markets,  the  malting  barley 
market,  feed  and  food  markets,  and  since  the  advent  of  the  Export 
Enhancement  Program,  EEP,  a  stable  export  market. 

It  seems  that  no  matter  where  we  tiy  to  market  our  barley  in 
recent  years,  whether  it  be  domestically  or  overseas,  potential  buy- 
ers tell  us  the  Canadians  were  already  there,  most  often  at  a  lower 
price. 

Members  of  the  North  Dakota  Barley  Coimcil  favor  free-trade. 
However,  because  of  inequities  built  into  the  United  States-Cana- 
dian Free-Trade  Agreement,  the  barley  council  has  opposed  the 
agreement  in  its  present  form  prior  to  and  since  its  inception. 

The  recent  decision  by  the  Canadian  Government  to  remove  bar- 
ley exports  from  the  sole  jurisdiction  of  the  Canadian  Wheat  Board 
magnifies  the  impact  of  Canadian  barley  imports.  Imports  of  Cana- 
dian barley  depress  United  States  barley  prices. 

At  the  same  time  Canadian  imposed  restrictions  such  as  import 
permits,  end-use  certificates,  and  denaturing  or  dyeing  of  potential 
U.S.  barley  exports  to  Canada  has  essentially  resulted  in  an  em- 
bargo on  U.S.  barley  £ind  coproducts. 

Predatory  pricing  and  licensing  of  malt  beverage  imports  by  Ca- 
nadians precludes  our  brewers  being  a  force  in  that  market. 

Under  terms  of  the  free-trade  agreement,  Canadian  malt  bev- 
erage sales  and  distribution  laws  essentially  remain  intact.  The  net 
effect  is  to  allow  for  a  more  fluid  movement  of  Canadian  malt  bev- 
erages into  the  U.S.  market  while  the  Canadian  market  remains 
closed. 

The  Western  Grain  Transportation  Act  provides  for  substantial 
Government  subsidies  on  grain  moving  via  Canadian  railroads. 
This  subsidy  allows  the  positioning  of  Canadian  grain  at  export  fa- 
cilities at  extremely  favorable  competitive  prices. 

Imports  of  Canadian  malting  barley  have  grown  rapidly  since  the 
inception  of  the  FTA.  Now  with  the  Canadian  Government  remov- 
ing barley  marketing  fi*om  the  sole  authority  of  Wheat  Board  juris- 
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diction,  growers  are  concerned  the  U.S.  market  will  be  inundated 
by  Canadian  barley  imports,  both  malting  and  other  barley. 

This  potential  iriflux  of  Canadian  barley  has  been  estimated  from 
41  to  100  million  bushels.  Compare  this  against  projected  1992/ 
1993  barley  imports  of  12  million  bushels.  Imports  of  41  million 
bushels  are  estimated  to  cause  a  drop  in  barley  prices  of  9  cents; 
an  increase  of  9  cents  in  deficiency  payments  of  program  bushels 
and  an  increase  of  23  miUion  for  export  enh£incement. 

Total  cost  increases  due  to  increase  in  imports  would  mean  $14 
million  loss  in  producer's  income,  $37  million  in  increased  defi- 
ciency payments,  and  the  increase  of  $23  milhon  in  added  EEP. 

These  costs  are  estimated  based  on  only  a  29  million  bushel  in- 
crease of  imports.  Consider  for  a  moment  how  the  cost  loss  would 
escalate  if  100  million  bushels  were  imported. 

Some  suggested  recourse  tactics  ti^at  we  could  see  implemented 
where  the  U.S.  negotiators  assume  a  more  aggressive  posture  in 
evaluating  Canadian  interpretation  of  the  free-trade  agreement. 

The  United  States  must  review  and  require  correction  of  inequi- 
ties in  the  agreement.  Of  special  interest  would  be  negotiations  to 
terminate  the  Western  Grain  Transportation  Act  subsidies  on  east- 
ward movements  of  grain  destined  for  export  to  the  United  States, 

Negotiators  must  demand  price  transparency  in  the  Canadian 
pricing  system. 

The  inclusion  of  end-use  certificates  and/or  certificates  of  origin 
for  barley  imported  into  the  United  States  must  be  implemented  to 
prevent  entry  of  imported  grain  into  the  U.S.  export  grain  stream. 

USDA  must  aggressively  use  EEP  to  effectively  compete  with 
subsidized  CanaoOian  and  other  foreign  grain  imports  in  the  U.S. 
off-shore  markets. 

An  example  would  be  the  Mexican  market  where  transportation 
subsidies  move  Canadian  barley  into  export  position  and  consider- 
able discount  compared  to  movement  of  U.S.  grain  into  adjacent  ex- 
port facilities. 

USDA/USTR  must  evaluate  the  potential  of  pursuing  legal  and/ 
or  other  recourse  avenues  to  address  the  unfair  competitive  situa- 
tion enjoyed  by  the  Canadians  in  the  interpretation  of  current  FTA 
regulations. 

The  North  American  Free-Trade  Agreement  is  being  readied  for 
congressional  approval.  Informal  reviews  indicate  potential  hazards 
in  the  barley  regulations.  Most  glaring  is  the  opinion  held  by  many 
that  the  tariff  free  quota  of  120,000  metric  tons  assigned  to  the 
U.S.  barley  is  not  necessarily  restricted  to  U.S.  barley. 

There  appears  to  be  interpretations  that  indicate  that  120,000 
metric  ton  quota  is  really  a  continental  quota  and  Canadian  barley 
could  be  used  to  fill  quota  needs  as  well  as  United  States  barley. 
This  situation  is  intolerable  and  an  origin  of  quota  barley  must  be 
specifically  stated. 

Some  students  of  NAFTA  are  of  the  opinion  that  not  only  will  it 
not  be  restricted  to  the  three  countries  currently  involved,  United 
States,  Canada,  and  Mexico,  but  eventually  could  be  interpreted  as 
a  hemispheric  agreement  including  South  and  Central  America  and 
even  Australia.  This  could  be  a  disaster  in  marketing. 

I  thank  you  for  the  opportunity  to  come  before  you.  If  I  could  an- 
swer any  questions. 
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[The  prepared  statement  of  Mr.  Ibes  appears  at  the  conclusion  of 
the  hearing.] 

Mr.  Johnson.  Thank  you,  Mr.  Ibes.  I'm  going  to  have  a  couple 
phone  calls  I  need  to  m^e.  I'm  going  to  turn  the  gavel  over  to  Mr. 
Peterson  of  Minnesota  just  momentarily,  but  I  do  appreciate  your 
testimony. 

Mr.  Peterson  [assuming  chair].  Thank  you.  Congressman 
Pomeroy,  do  you  have  some  questions? 

Mr.  Pomeroy.  Thank  you,  Mr.  Chairman,  The  meeting  yesterday 
that  I  had  in  Minot  with  the  barley  producers  I  learned  to  my  sur- 
prise that  it  was  the  first  year  in  many  years  that  brewers  had  not 
awarded  advance  contracts  for  barley.  Is  that  your — is  that  true? 

Mr.  Ibes.  Yes.  Up  until  last  year  Anheuser-Busch,  for  instance, 
was  a  big  player  in  contracting  production  barley  and  mainly  that 
came  about  through  the  1988  program.  Western  States  have  al- 
ways had  contract  options. 

Here  in  North  Dakota  they  haven't  been  exploited  until  An- 
heuser-Busch more  or  less  came  into  play  on  contract  price.  But 
last  year  they  elected  to  eliminate  them  entirely. 

Mr.  Pomeroy.  For  the  1993  growing  season? 

Mr.  Ibes.  That's  right.  Last  year  we  had  protection  under  con- 
tract price.  This  year  there  is  no  protection. 

Mr.  Pomeroy.  I  notice  in  your  testimony  you  mention  or  you  hint 
that  the  recent  announcement  on  barley  probably  has  not  brought 
tears  to  any  brewers  shopping  for  very  low  price  components,  bar- 
ley, for  their  products. 

Mr.  Ibes.  Definitely.  In  fact,  one  of  the  members  of  our  staff  was 
in  Canada  last  winter,  and  one  of  the  malting  brewing  companies 
said  that  they  could  have  imported  another  10  million  bushels  of 
Canadian  barley  which — by  the  way,  it  was  blue  barley  that  they 
were  interested  in,  blue  six  row.  And  probably  the  most  common 
barley  grown  in  North  Dakota  is  azure,  which  is  a  blue  aleurone 
barley,  and  it  has  a  very  narrow  window  of  opportunity  to  sell  into 
the  malting  market  and  yet  they  were  willing  to  go  up  there  and 
buy  10  million  bushels  on  the  Canadian  side. 

Mr.  Pomeroy,  Last  question,  Mr,  Ibes,  Do  you  think  that  the 
failure  of  brewers  to  award  1993  contracts  was  in  anticipation  of 
this  move  by  the  Canadian  Wheat  Board  to  allow  direct  marketing 
of  barley  and,  therefore,  result  in  lower  prices  next  August? 

Mr,  Ibes,  I  think  that's  the  way  it  ended  up,  but  basically  I 
would  say  that  Anheuser-Busch  was  such  a  big  player  in  contract- 
ing barley  that  he  was  being  penalized  for  contracting  it  at  a  high- 
er price  than  the  other  maltsters  could  buy  on  the  open  market, 

Mr.  Pomeroy.  I  see.  It  could  have  been  that  just  as  much  as  any 
planned  destined  anticipation? 

Mr,  Ibes,  Probably, 

Mr.  Pomeroy,  OK, 

Mr,  Peterson,  Do  you  think  that  they  knew  ahead  of  time  that 
this  was  coming? 

Mr.  Ibes,  I  would  anticipate  that  Anheuser-Busch  is  probably  as 
perceptive  as  Cargill  in  knowing  where  their  product  is  coming 
from  and  what  they'll  have  to  pay. 

Mr,  Peterson,  Thank  you,  Mr,  Ibes,  We  appreciate  your  testi- 
mony. 
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Mr.  Ibes.  Thank  you. 

Mr.  Peterson.  Next  we  have  Dr.  Neal  Fisher,  deputy  adminis- 
trator of  the  North  Dakota  Wheat  Commission. 

STATEMENT  OF  NEAL  H.  FISHER,  DEPUTY  ADMINISTRATOR, 
NORTH  DAKOTA  WHEAT  COMMISSION 

Mr.  Fisher.  Good  morning,  Mr.  Chairman,  members  of  the  sub- 
committee. I  see  that  my  academic  rank  has  moved  up  one  notch. 
I  do  not  possess  a  doctor's  degree  so  I'll  just  clarify  that  right  off 
the  top. 

I  do  appreciate,  however,  the  opportxinity  to  appear  here  this 
morning  to  represent  the  35,000  wheat  producers  of  North  Dakota 
as  the  market  promotion  agency  for  those  individual  producers. 

You've  heard  a  lot  about  the  movement,  the  increased  movement 
of  Canadi^  non-Durum  and  Durum  wheats,  and  barley  into  this 
country.  This  certainly  has  been  an  injurious  situation,  and  I  think 
probably  the  most  significant  factor  here  is  the  rapidity  by  which 
this  chart  has  increased  or  the  growth  of  the  curve  on  that  chart. 

However,  many  policymakers  in  Washington  remain  unaware  of 
the  seriousness  of  the  situation  and  that  fact  is  particularly  trou- 
blesome when  you  have  a  NAFTA  text  which  is  being  pushed  by 
many  of  those  same  individuals  and  Government  agencies. 

And  it's  particularly  disturbing  when  we  find  that  many  of  the 
people  that  are  pushing  this  agreement  have  really  no  understand- 
ing of  how  significant  the  problem  is.  Under  such  casual  observa- 
tion, the  dramatic  impact  is  missed  by  many  of  these  policymakers. 

Durum  imports  will  reach  an  estimated  26  million  bushels  in  the 
current  marketing  year.  The  vast  majority  of  that,  of  course,  origi- 
nates in  Canada.  This  year's  import  volume  is  equivalent  to  27  per- 
cent of  the  domestic  market. 

To  make  that  point  a  little  clearer,  we  find  that  we're  going  to 
have  about  58  percent  of  our  total  export  move  negated  by  this  in- 
flux of  Canadian  Durum. 

The  impact  on  producer  prices  and  incomes  from  this  invasion  is 
obvious.  There  is  not  a  domestic  producer  or  manufacturer  of  any 
product  in  this  country  that  would  not  protest  at  the  highest  levels 
if  its  market  share  was  intruded  upon  in  such  a  dramatic  manner 
in  such  a  short  period. 

Next  year  Durum  imports  are  expected  to  reach  an  estimated  30 
miUion  bushels,  further  eroding  U.S.  Durum  producer's  share  of 
their  own  domestic  market. 

Durum  is  not  interchangeable  with  other  wheats  commonly  used 
for  bread  production.  With  these  specifically  defined  end  uses,  for 
pasta  production  only,  significant  imports  from  any  source  con- 
stitute serious  and  absolute  displacement. 

Prices  have  eroded  and,  therefore,  producer's  enthusiasm  for  pro- 
ducing Durum  has  declined  accordingly.  This  trend  threatens  the 
very  survival  of  the  industry. 

Ironically,  the  U.S.  pasta  industry  is  growing  rapidly  at  tins 
time.  Normally  that  should  imply  some  level  of  prosperity  for  the 
producers  out  here  and  higher  prices.  That,  however,  has  not  been 
the  case  due  largely  to  this  rapid  influx  of  Canadian  Durum  and 
non-Durum  wheats. 
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Mr.  Chairman,  my  written  testimony  contains  attachments 
which  depict  an  increase  in  Durum  acreage  in  Canada  to  address 
potential  market  opportunities  in  the  world  including  the  U.S.  mar- 
ket; the  contrasting  shift  in  plantings  from  Durum  to  Spring  Wheat 
in  the  United  States;  the  rapidly  increasing  movement  of  Canadian 
Durum  and  non-Durum  wheats  to  U.S.  destinations;  all  of  them 
are  depicted  in  charts  there  and  these  abnormal  pricing  relation- 
ships that  were  developed  in  the  last  few  years. 

These  charts  document  dramatic  increases  in  Durum  imports 
and  significant  increases  in  imports  of  non-Durum  wheats.  I  think 
that's  a  very  important  point  here  that  we  tend  to  sometimes  focus 
on  Durum  or  barley,  but  the  problem  is  expanding  to  include  other 
wheats  and  other  grains  as  well. 

The  Wheat  Board  has  obviously  targeted  the  U.S.  market  as  a 
viable  cash  market  for  Canadian  wheat  and  Durum  and  is  willing 
to  employ  any  and  all  of  the  subsidies  that  they  do  in  a  lot  of  the 
other  markets  that  they  market  successfully  Eu-ound  the  world.  The 
U.S.  Government  must  challenge  these  practices. 

U.S.  producers  were  apprehensive  at  best  when  the  United 
States-Canadian  Free-Trade  Agreement  was  negotiated,  but  we 
were  routinely  told  that  many  of  these  obvious  flaws  would  and 
could  be  corrected  in  the  GATT  negotiations  or  possibly  in  this 
broader  scope  of  a  NAFTA  agreement. 

Their  apprehension  has  now  turned  to  bitter  disappointment. 
There  is  no  evidence  whatsoever  that  the  current  NAFTA  text  or 
the  Dunkel  draft  text  of  the  GATT  agreement  do  anything  to  allevi- 
ate these  serious  problems. 

The  weak  attempts  at  side  agreements  addressed  primarily  labor 
and  environmental  issues  and  do  very  Uttle  to  recognize  ag,  let 
alone  the  concerns  of  Durum  or  wheat  producers  in  this  country. 

Under  the  Wheat  Board  control,  pricing  of  Canadian  wheat  for 
export  remains  highly  secretive  and  there  is  absolutely  no  concept 
of  price  transparency  whatsoever.  The  Wheat  Board  routinely  ob- 
serves our  prices,  then  cuts  a  deal  with  the  prospective  customer. 
That  also  is  happening  in  this  msirket  and  in  the  Mexican  and  Ven- 
ezuelan markets. 

This  obvious  price  negotiating  authority  gives  them  a  distinct 
price  advantage  in  offering  wheat  to  some  of  the  lucrative  markets 
that  are  available  in  this  expanding  world  market. 

The  Canadian  Government  also  pays  transportation  subsidies 
and  allows  the  wheat  from  Canadian  producers  being  moved  to 
m£u-ket  at  significantly  less  burden  to  him  than  his  U.S.  counter- 
p£u1;. 

These  subsidies  have  also  been  labeled  erroneously,  we  feel, 
under  the  dispute  panel  and  under  the  FTA  as  domestic  subsidies. 

I  think  anyone  can  see  that  when  these  subsidies  are  used  to  po- 
sition wheat  at  Thunder  Bay,  which  is  often  the  routing  that  this 
wheat  takes  when  it  moves  into  the  United  States.  It  obviously 
then  becomes  an  export  subsidy  rather  than  a  domestic  subsidy. 

There's  a  serious  tiireat  tiiat  the  gross  inequities  created  by  the 
lack  of  price  trguisparenQr  and  other  marketing  practices  of  the  Ca- 
nadian Wheat  Board  and  the  rail  subsidies  could  be  grandfathered 
into  perpetuity  by  the  current  NAFTA  text  that  is  being  considered 
at  this  point. 
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U.S.  wheat  producers  cannot  accept  or  support  NAFTA  under 
these  circumstances,  despite  the  potential  for  additional  market  op- 
portunities in  Mexico. 

The  Canadians  have  currently  captured  about  75  percent  of  the 
market  and  we  feel  that  those  practices  will  go  on  while  we  stand 
by  and  watch  our  market  that  is  just  offshore  being  addressed  by 
another  party. 

The  negative  effects  of  increased  imports  and  the  unfair  trading 
practices  of  the  Wheat  Board  in  third  country  markets  are  serious 
in  their  ovni  right,  but  the  negative  implications  go  beyond  threats 
to  production  and  profitability  of  the  U.S.  wheat  industry. 

The  net  effect  of  these  unlimited  imports  is  the  virtual  gutting 
of  our  own  farm  programs.  We  find  that  there's  very  little  impact 
fi*om  any  level  of  set-aside  when  you  have  this  unlimited  availabil- 
ity of  wheats  just  across  the  border  that  we  found  by  bitter  experi- 
ence. They  can  move  in  here  very  easily. 

Increased  imports  also  threaten  the  sanctity  and  effectiveness  of 
our  export  problems.  That  has  already  been  discussed  here  this 
morning  so  I  think  I'll  dispense  with  the  basics  of  that  topic  and 
just  say  that  we  do  favor  end-use  certificates. 

We  feel  that  the  Canadians  have  such  a  program  in  place  and 
we  think  it  only  makes  sense  that  much  of  the  sanctity  and  effec- 
tiveness of  our  own  programs,  domestic  and  export,  that  we  take 
measures  to  do  this. 

I'll  conclude  by  sa3dng  that  I  think  we  also  need  to  look  very 
strongly  at  EEP  measures  that  might  help  to  get  the  Canadians  at- 
tention. 

Hopefully  we  have  been  able  to  get  the  attention  of  a  lot  of  the 
officials  in  Washington  so  we  do  think  that  Mexico,  Venezuela,  and 
a  number  of  other  markets  should  be  included  in  this  next  EEP 
package  to  send  a  firmer  signal  to  not  only  the  Canadians,  but  to 
other  competitors/exporters  in  the  world  that  use  their  own  version 
of  subsidies. 

I  appreciate  the  opportunity  to  appear  here.  If  we  can  do  any- 
thing to  clarify  any  of  my  remarks  or  answer  any  questions  that 
we  may  not  have  addressed  here,  I'd  be  glad  to  try  to  do  that. 

[The  prepared  statement  of  Mr.  Fisher  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  Johnson  [resuming  chair].  Thank  you.  We  appreciate  your 
testimony.  When  I  listen  to  the  frustrations  that  we  all  share  about 
the  Canadian  subsidies  I'm  reminded  a  bit  of  the  Australian  grow- 
ers that  I've  hosted  in  my  office,  over  the  last  few  weeks,  who  take 
the  same  point  of  view  about  American  subsidies.  And  so  you  won- 
der where  the  circle  comes  to  an  end. 

But  let  me  ask  you  on  the  price  transparency  issue.  What's  the 
best  mechanism  for  pursuing  price  transparency  that  would  be  sat- 
isfactory to  you  in  your  organization? 

Mr.  Fisher.  Well,  this  is  a  very  complex  issue  and,  of  course,  we 
find  it  very  frustrating  for  our  producers  to  know  that  without  our 
EEP  program  we'd  be  unable  to  compete  with  them  at  all.  We  hear 
it  from  export  customers  all  the  time  that  the  standard  routine  is 
to  find  out  what  the  U.S.  price  is  and  for  the  boards  to  come  in  and 
offer  a  price  at  $2,  $3,  or  $5  a  ton  less. 
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The  obvious  clear  conclusion  there  is  I  suppose  for  someone  to 
call  for  the  elimination  of  the  Canadian  Wheat  Bogird.  I  don't  think 
that's  possible  any  more  than  it  is  possible  to  call  for  the  creation 
of  a  wheat  board  in  this  country  so  it's  a  very  difficult  issue. 

I  think  that  there's  been  a  lot  of  academic  brain  power  stud3ring 
that  very  issue  as  to  how  to  address  that.  I  do  not  have  an  answer 
as  to  how  to  address  that  one,  but  I  think  that  there  can  be  further 
work  done  to  move  toward  that  process. 

Mr.  Johnson.  I  will  yield  to  the  gentleman  from  Minnesota. 

Mr.  Peterson. 

Mr.  Peterson.  We  have,  as  I  mentioned  earlier,  been  discussing 
with  the  Department  bringing  a  section  22  action  and  apparently 
I've  been  informed  that  now  they  are  sajdng  that  it  may  take  as 
much  as  1  year  before  they  can  figure  out  whether — ^what's  going 
on  here  and  in  fact  impacting  our  domestic  agricultural  program. 

From  your  testimony  it  sounds  like  it's  not  going  to  take  you  a 
year  to  figure  that  out.  Is  that  true? 

Mr.  Fisher.  I  think  that  if  s  fairly  obvious  that  when  you  have 
the  availability  and  the  increasing  availabiUty  that  seems  very  ob- 
vious in  the  numbers  of  wheats  from  foreign  sources  coming  in,  you 
have  ehminated  or  at  least  severely  handicapped  your  own  farm 
program  to  influence  either  supply  control  or  influence  prices  in 
your  own  domestic  market.  So  I  think  that's  part  of  the  grounds 
for  such  a  case. 

Mr.  Peterson.  Have  you  folks  been  talking  to  the  Ag  Depart- 
ment about  this? 

Mr.  Fisher.  Yes,  we  have.  For  several  years,  in  fact,  and,  of 
course,  as  the  numbers  get  more  interesting  the  people  in  Washing- 
ton have  tended  to  become  a  little  more  interested  as  well. 

Mr.  Peterson.  Is  it  your  judgment  that  this  is  being  fairly  seri- 
ously considered  at  this  point? 

Mr.  Fisher.  It's  always  difficult  to  gauge  how  seriously,  but  I 
think  certainly  the  amount  of  interest  and  the  inquiry  has  in- 
creased. 

One  of  the  things  that  I  think  we  find  fi*ustrating  as  well  is  the 
audit  process  that  is  sometimes  prescribed,  the  disappointment  of 
the  panel  process  and  a  lot  of  the  disappointment  there  comes  be- 
cause the  Cginadians  basically  didn't  provide  the  information  that 
was  necessary  to  come  up  with  a  good  analysis. 

So  when  we  talk  about  an  audit  process  or  some  such  method  of 
defining  what  their  prices  are,  we  don't  have  a  great  deal  of  faith 
in  that. 

The  International  Trade  Commission  says  we  did  a  very  poor  job 
frankly  of  identifying  that  and  thaf  s  one  of  the  cruxes  that's  con- 
tinued to  be  used  in  these  debates  in  the  panels  such  as  the  Durum 
dispute  panel  which  we  just  experienced. 

Mr.  Peterson.  Thank  you. 

Mr.  Johnson.  Mr.  Pomeroy. 

Mr.  Pomeroy.  One  quick  question.  Aside  from  whether  the 
USDA  and  USTR  are  getting  increasingly  interested  in  bringing  a 
section  22,  I'm  also  concerned  about  the  proof  issues  and  do  you 
think  that  the  continued  flagrant  export  activities  of  the  Canadians 
have  given  us  now  a  factual  case  in  terms  of  proving  up  a  section 
22? 
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Mr,  Fisher.  Well,  I  think  the  numbers  fairly  well  speak  for 
themselves  in  terms  of  the  market  intrusion  or  the  damage  in  that 
manner.  There  have  always  been  the  arguments  on  the  point  of 
cause  and  effect. 

We  feel,  producers  feel  that  its  because  of  the  invasion  of  the 
Durums,  the  barleys,  and  non-Durum  wheats  that  have  come  in 
that  have  depressed  our  prices. 

There  will  be  others  that  will  turn  that  and  say  some  other  fac- 
tors are  involved  and  certainly  there  is  the  case  to  be  made  that 
there  are  a  number  of  factors  in  place  to  get  into  the  international 
trade  arena. 

But  I  think  that  increasingly  we  have  a  better  and  better  case 
as  we  look  at  the  numbers  and  I  think  as  more  people  are  con- 
vinced that  the  Canadians  do  use  their  own  brand  of  subsidies  and 
for  far  too  long  the  Wheat  Boards,  Australia  and  Canada,  have 
been  excused  of  any  wrongdoing,  if  you  will,  in  this  GATT  process 
or  any  of  the  others.  They  have  been  tagged  as 

Mr.  POMEROY.  The  good  news  is  EEP  keeps  stronger.  The  bad 
news  is  our  market  keeps  getting  worse. 

Mr.  Fisher.  That's  correct. 

Mr.  Pomeroy.  No  further  questions. 

Mr.  Johnson.  Thank  you,  Mr.  Fisher.  Next,  Mr.  Lawson  Jones. 

STATEMENT  OF  LAWSON  B.  JONES,  FRESmENT,  U.S.  DURUM 

GROWERS  ASSOCIATION 

Mr.  Jones.  Thank  you,  subcommittee  members,  for  having  this 
opportunity  and  thank  you  for  coming  to  the  country  and  witness- 
ing that  people  still  do  live  here. 

My  name  is  Lawson  Jones  and  I'm  currently  serving  as  the  presi- 
dent of  the  U.S.  Durum  Growers  Association. 

We  heard  Dr.  Wilson  testify,  a  very  interesting  testimony,  and 
we  regularly  invite  Dr.  Wilson  to  our  international  Durum  forum 
in  Minot.  We  just  had  a  board  meeting  June  10. 

And  we  looked  at  the  situation.  We  heard  the  numbers.  We're 
going  to  consume  more  Durum-based  pasta  or  pasta  in  this  country 
than  we're  going  to  grow.  That  says  a  lot. 

So  over  the  years  we  have  been  engaged  in  a  legal  warfare  with 
Canada.  If  you  look  at  the  situation  that's  very  difficult  to  win 
when  you  consider  the  system  at  hand. 

It's  the  U.S.  producers  versus  the  checkbook  of  the  Canadian 
treasury  and  Canada  has  repeatedly  said  that  it's  not  what's  fair, 
it's  what  you  can  negotiate.  They  have  the  resources  of  the  Wheat 
Board  and  really  an  arm  right  into  the  treasury  of  Canada  against 
us  producers,  I  mean  the  U.S.  Government  has  asked  producers  to 
step  forward  and  accept  free  trade,  go  into  international  markets. 

We  have  attempted  to  do  that,  but  frankly  we  have  been  mugged 
and  our  Government  has  been  quite  benign  to  our  concerns. 

I  think  most  blatant  was  Mr.  Yeutter's  statement  to  the  Taylor 
Brown  network  in  Montana  years  ago  that,  yes,  you're  on  your 
own,  go  ahead,  get  some  legal  assistance  and  fix  it  so  we  look  at 
this  as  let's  think  about  having  the  market  fix  it  and  so  we  suggest 
a  marketing  loan,  different  than  a  regular  loan,  but  a  marketing 
loan.  We  would  like  to  see  $4  a  bushel,  but  would  accept  $3.50  a 
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bushel  and  that  would  certainly  stop  Canadian  imports  real  quick. 
We  have  talked  to  USDA  about  that. 

They  said  that  it's  a  budget  buster.  We  say,  no,  if  you  combine 
what's  spent  on  EEP  and  what's  spent  on  deficiency  pajonents,  cur- 
rently, it's  very — little  difference  and  what's  the  long  term. 

The  long-term  is  that  we  bring  back  some  of  that  hundreds  of 
millions  of  dollgirs  of  lost  market  share  back  to  our  producers  and 
we — they  also — USDA  also  says,  well,  you  have  to  have  some  acre- 
age control,  controls  so,  well,  maybe  you  would,  but  we  say — that 
the  producer  be  allowed  to  seed  105 — one-half  percent  of  their  5- 
year  Durum  acreage  history. 

In  other  words,  trjdng  to  gain  back  some  of  this  66  percent  loss 
that  we've  seen  over  the  last  12  years  in  the  market  and  acreage 
for  Durum. 

North  Dakota  Ag  Extension  Economists  concur  with  us  that  the 
difference  between  marketing  loan  for  Durum  and  that  the  com- 
bination of  deficiency  pa3nnents  and  EEP  for  Durum,  that  there 
would  be  little  difference  in  the  budget  impact. 

Under  that  system  the  producer's  marketing  skills  would  have  to 
step  up  a  notch.  The  producer  would  have  to  pick  the  high  of  the 
market  and  the  low,  but  there's  more  opportunity  and  could  rectify 
it  much  more  quickly  raising  imports  of  Canadian  Durum. 

I  mean  we  had  the  GAO  study.  We  had  the  ITC  study.  We  had 
the  binational  panel  review.  What  was  the  timetable  for  that?  Now 
we're  talking  about  section  22.  What's  the  timetable  for  that? 

I  guess  we're  not  arguing  that  we  should  diminish  our  legal  ef- 
forts. I  mean  we  should  attempt  to  hold  our  ground,  but  to  expect 
to  win  overall  I  think  that  maybe  a  marketing  approach  would  be 
the  approach  that  would  result  in  a  better  situation  more  quickly. 

As  far  as  the  NAFTA  agreement,  we  argue  that  it  puts  in  place 
trade  barriers  where  there  were  not  trade  barriers  before. 

As  far  as  EEP  to  Mexico,  yes,  I  guess  the  shot  across  the  bow 
we  would  hope  that  that  shot  would  land  on  the  bow  instead  of 
across.  Thanks  again. 

[The  prepared  statement  of  Mr.  Jones  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  Johnson.  Thank  you.  The  House  Ag  Committee  of  the  U.S 
Congress  did  include  soine  marketing  loan  options  in  the  Omnibus 
Budget  Reconcilation  Act  of  1990,  which  can  be  implemented  ad- 
ministratively and  largely  has  a  signal  to  our  GATT  partners,  at 
this  point  hasn't  really  been  utilized.  There  are  some  cost  concerns 
as  well  as  some  other  poUcy  concerns,  but  I  do  appreciate  your  ob- 
servations in  that  regard. 

Mr.  Peterson. 

Mr.  Peterson.  In  the  absence  of  time 

Mr.  Johnson.  OK  Mr.  Pomeroy. 

Mr.  Pomeroy.  Also,  I  want  to  make  sure  we  get  through  all  the 
witnesses,  Mr.  Chairman,  so  in  light  of  the  time  constraints  I'll 
forego  questions  I  have  of  Mr.  Lawson.  Thank  you. 

Mr.  Johnson.  Thank  you.  We're  running  a  little  tight  on  time, 
given  the  number  of  people  who  want  to  testify  at  the  conclusion 
of  the  hearing,  so  if  we  move  along  here  at  a  little  increased  speed, 
I  hope  you  understand  that.  Mr.  Kjesbo. 
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STATEMENT  OF  NOEL  J.  KJESBO,  PRESmENT,  MINNESOTA 
ASSOCIATION  OF  WHEAT  GROWERS 

Mr.  Kjesbo.  Mr.  Chairman,  Congressman  Peterson,  and  Con- 
gressman Pomeroy,  welcome  to  the  land  of  love  and  lutefisk.  We 
appreciate- 


Mr,  Peterson.  Do  you  have  some- 


Mr.  Kjesbo.  I'll  defer  my  portion  to  you,  Collin.  You  can  have 
my 

Mr.  Peterson.  I  like  it. 

Mr.  Johnson.  I'll  take  the  lefse  and  leave  the  lutefisk. 

Mr.  Kjesbo.  What  that  does  is  to  increase  my  respect  for  the 
common  sense  of  South  Dakota  residents,  Tim. 

Welcome  to  Minnesota  though.  Sincerely,  we  want  to  thank 
Collin  for  bringing  you  here  and  Tim  and  Earl  for  taking  your  time. 
This  is  a  heck  of  a  big  issue  for  us.  I  guess  you've  heard  that. 
You're  going  to  hear  it  some  more. 

Before  I  give  my  general  comments,  so  much  of  what  I  wanted 
to  say  has  been  said.  I  want  to  give  a  little  overview  for  you  and 
I'm  going  to  race  through  this. 

In  1980 — I  believe  1987 — Representative  Dorgan  brought  Sam 
Gibbons  to  Fargo,  I  believe  to  the  Radisson  Hotel,  the  chairman  of 
the  Subcommittee  on  Trade  with  the  House  Ways  and  Means  Com- 
mittee. And  at  that  time  I  was  asked  to  give  testimony  for  our  or- 
ganization in  opposition  to  the  free-trade  agreement  and  we  did  so. 
It  turned  out  we  were — both  B5rron  and  us  I  think  were  prophets. 

We  remain  opposed.  We  are  currently  opposed  to  NAFTA,  Mr. 
Chairman,  because  of  the  traditions  and  the  inequities  in  the  free- 
trade  agreement  as  negotiated  by  our  former  administration. 

I  want  to  also  comment  to  you  that  I  can  feel  in  our  association, 
our  board,  I  can  feel  protection  isn't  rising.  I  can  feel  it.  I  can  feel 
it  in  our  meetings.  The  more  that  we  learn  about  the  Canadian 
practices  and  the  reluctance  of  our  Government  to  do  anything 
about  it  I  can  feel  it.  It's  getting  more  and  more  obvious. 

I  also  want  to  say  that  our  concerns  are  not — don't  have  to  do 
with  the  Canadian  producers.  We  have  here  two  systems  that  are 
essentially  incompatible.  We  have  oil  and  water  really. 

Our  problems,  we  are  envious  of  the  Wheat  Board's  ability  to  sell 
to  Cuba  all  these  years.  They  are  selling  to  Libya.  And,  Tim,  you 
could  probably  help  me  on  some  others.  They  are  selling  to  places 
that  America  can't  sell. 

We  think  that's  good.  We  think  we  have — America  has  not  made 
a  statement  frankly  by  not  selling  to  Cuba.  We  have  noticed  they 
are  still  getting  wheat.  They  are  still  eating  bread. 

They  are  structurally  advantaged  to  us  for  those  reasons  and  so 
in  some  ways  we  are  desirous  of  some  of  the  things  that  they  have 
been  able  to  do  over  the  years. 

I  want  to — if  the  slide  is  ready  I'd  like  someone  to  put  the  first 
slide  up.  The  overall — I  don't  mean  to  crane  your  neck  there,  mem- 
bers of  the  committee,  but  Minnesota  used  to  be  a  mill  State.  We 
were  known  as  a  mill  State  for  years.  I  think  it  was  even  on  a  li- 
cense plate  for  awhile  and  Minneapolis  used  to  be  known  as  a  mill 
city. 

But  I  want  you  to  see  one  of  the  largest  mills  owned  by  a  multi- 
national. We  have  a  number  of  mills  in  Minneapolis,  very  large 
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successful  companies  for  the  most  part.  In  some  ways  those  compa- 
nies are  our  friends  and  other  ways  they  are  not  our  friends.  All 
the  semi's  you  see  here  are  all  from  guess  where,  Canada. 

You  can  notice  the  cloverleaf  on  some  of  them.  I  don't  think  this 
one  has  a  cloverleaf,  but  I  want  you  to  pay  attention  to  how  clever 
wheat  comes  into  Muinesota.  That  ain't  a  hopper  trailer.  That  is 
a  reefer.  And  there  was  wheat  in  that  reefer. 

The  amount  of  wheat  coming  into  Minnesota  is  frankly  hard  to 
predict,  Mr.  Chairman. 

Our  organization  spends  more  and  more  time  in  St.  Paul  in  the 
winter  and  one  of  the  things  Mumesota  has  done  is  to  provide  rest 
Eireas  along  the  freeway  and  so  as  sort  of  a  real  side  hobby  I've 
taken  to  cruising  in  and  out  of  rest  £ireas.  You  would  not  believe 
the  Canadian  trsmsportation  devices  sitting  in  rest  areas  going  to 
and  coming  from  St.  Paul. 

Once  again,  I  think  we  have  to  say  that  I  respect  the  cleverness 
of  the  Canadian  system.  They  are  indeed  clever.  They  are  worthy 
opponents.  And  I  want  to  share  those  general  comments  to  you  be- 
fore we  start. 

I  am  Noel  Kjesbo.  I  farm  near  Wendell,  Minnesota.  Currently 
serve  as  president  of  the  association.  We  currently  have  about 
1,000  wheat  growers  in  Minnesota  that  are  members.  We  figure 
there's  maybe  about  950  of  those  that  aren't  happy,  but  that's  just 
an  estimate. 

I'd  like  you  to  imagine,  for  a  moment,  how  you  would  feel  as  a 
producer  seeing  a  foreign  Government  in  the  truckline  ahead  of  you 
selling  wheat  to  your  local  elevator  or  your  best  customer  willing 
to  take  a  lower  price  for  their  grain  than  you  are  for  yours. 

Imagine  unit  trains  filled  with  foreign  grain  roaring  past  your 
own  grain  bins,  headed  for  customers  that  should  have  been  yours 
given  a  closer  market  proximity. 

Now,  quit  imagining  this  and  meet  Canada,  the  great  garage  sale 
wheat  exporter.  I  call  them  the  Wal-Mart  for  wheat. 

The  transportation  subsidies,  advantages  built  in  through  the 
1989  United  States-Canadian  Free-Trade  Agreement,  secret,  ma- 
nipulative pricing,  and  the  ability  to  openly  review  those  posted 
prices  in  our  country  and  the  Board  of  Trade  of  the  United  States 
have  given  Canada  and  its  Wheat  Board  a  virtual  diving  board  into 
our  domestic  and  traditional  wheat  markets. 

In  the  1982/1983  marketing  year,  not  that  long  ago,  we  imported 
4.7  million  bushels  of  wheat,  aU  classes,  into  the  United  States  vir- 
tually all  of  it  from  Canada.  That  amount  has  risen  to  a  projected 
60  million  bushels  in  the  1992/1993  marketing  year. 

The  USDA  projects  that  in  the  1993/1994  year  wheat  imports 
from  all  sources,  with  the  vast  majority  from  Canada,  will  climb  to 
75  million  bushels. 

Given  that  trend  it  is  conceivable  that  100  milUon  bushels  of 
wheat  will  be  shipped  into  the  United  States  by  the  year  2000. 
That  will  roughly  match  the  yearly  output  of  the  Minnesota  wheat 
product. 

I'm  going  to  just  highlight  the  next  paragraph,  because  it  is  kind 
of  unusual,  so  that  members  of  the  panel  can  understand  how  cre- 
ative and  how  truly  difficult  it  is  to  understand  how  much  is  com- 
ing. 
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We  believe,  although  it's  difficult  to  determine,  that  more  grain 
is  coming  across  the  U.S.  borders  than  is  currently  reported,  given 
the  difficulty  of  tracking  wheat  sold  through  the  Canadian  Wheat 
Board  and  increased  direct  sales  outside  typical  marketing  chan- 
nels. 

For  example,  last  fall  a  police  officer  stopped  a  truck,  a 
semitrailer,  with  Canadian  plates  for  a  traffic  violation  in  Hallock, 
Minnesota,  which  is  about  20  miles  from  the  Canadian  border. 

The  officer  asked  what  the  driver  was  hauling.  The  driver  said 
the  cargo  was  fertilizer.  The  officer  inspected  the  cargo,  however, 
and  found  wheat.  The  truck  was  turned  back  to  the  border  and 
fined.  It's  a  real  story. 

Canadian  imports  add  to  our  carryover.  I  think  that's  been  dis- 
cussed. The  impact  of  these  imports  to  our  taxpayer  through  defi- 
ciency payment  obligations  and  so  on  I  think  has  been  adequately 
discussed  earlier. 

The  Mexican  situation  is  a  travesty,  and  I  think  in  the  essence 
of  time  I  will  say  that  I  want  somebody  to  tell  me  how  you  can  get 
wheat  from  Saskatoon,  Canada,  to  Mexico  cheaper  than  you  can 
get  Oklahoma  wheat  to  Mexico.  I  want  to  know  how  that's  done. 

I  don't  envision  any  oceangoing  barge  that  ceoi  get  wheat  from 
Saskatoon  somehow  to  Mexico  City  cheaper  than  we  can  deliver 
Oklahoma  wheat  to  Mexico  City. 

We  view  the  EEP  process  that  is  available  to  us  as  essential  and 
we  would  like  it  to  land  on  the  bow  as  well,  Lawson. 

One  thing  I  would  comment  on  is  the  essence  of  exports  since  we 
have  decided  that  set-aside  does  not  work  when  you  have  a  Cana- 
dian Wheat  Board  as  an  opponent. 

It's  useful  to  point  out  that  the  Chief  of  Commerce  for  USDA  told 
us  years  ago  that  for  every  point  lost  in  market  share  of  exports, 
traded  wheat  in  the  world,  there's  roughly  a  dime  impact  to  the 
market  price. 

At  the  high  we  had  about  a  50-percent  market  share  I  think, 
Neal,  if  you  can  help  me  on  that,  of  traded  wheat  in  the  world  and 
I  think  we  bottomed  out  somewhere  in  the  twenties,  at  25  percent 
or  so.  I  think  we're  currently  in  the  middle  thirties. 

If  you  take  the  extreme  from  a  50-percent  market  share  to  let's 
say  a  30-percent  market  share,  that's  20  points,  take  that  times  a 
dime,  you  have  an  impact  of  a  couple  of  bucks  a  bushel  so  you  see 
exports  matter  just  as  much  as  imports  matter. 

The  problem  is  we're  transferring  Canadian  imports  and  we 
think  as  an  association  the  value  of  exports  is  being  diluted. 

Now,  our  membership  is  not  appreciating  the  value  of  exports 
when  you  have  the  size  of  Canadian  imports  coming  into  our  coun- 
try. 

FAS  people  in  DC  have  told  us  that  contrary  to  what  the  past 
administration  said,  EEP  can  be  used  as  a  marketing  tool. 

It  doesn't  only  have  to  be  used  as  a  negotiating  item.  It  is  avail- 
able to  our  Government  as  a  marketing  tool. 

For  those  reasons,  we  would  like  EEP  used  aggressively  in  Mex- 
ico, Venezuela,  and  other  areas  where  fi*ankly  Canada  is  eating  our 
lunch. 

Included  in  our  written  testimony  is  page  501  of  the  1990  farm 
bill  which  refers  to  answering  unfair  trade  practices. 
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Language  under  title  III,  section  302  says,  "The  secretary  shall 
carry  out  EEP  to  discourage  unfair  trade  practices  by  foreign  coun- 
tries and  to  encourage  the  maintenance,  development,  and  expan- 
sion of  U.S.  export  markets.  Export  incentives  shall  be  made  to  the 
extent  necessary  to  counter  or  offset  the  adverse  effect  of  unfair 
trade  practices.  Priority  should  be  given  to  sales  in  traditional  mar- 
kets for  U.S.  commodities," 

Let's  use  EEP  as  a  marketing  tool.  Let's  get  serious  about  ex- 
ports. 

Item  2,  we  do  endorse  the  use  of  end-use  certificates  and  I  think 
that's  been  covered  earlier.  If  Canadians  are  going  to  do  it,  we 
should  do  it. 

And  Item  3,  we  think  that  if  the  "Crow's  Nest"  is  transferred  to 
a  producer  subsidy  we  really  haven't  the  fixed  issue.  All  we  have 
done  is  moved  it.  All  we  have  done  is  shifted  it.  So  we  would  favor 
the  resolution  of  the  issue,  not  the  shifting  of  it. 

We  do  oppose  NAFTA,  as  I  said,  as  long  as  the  current  rules  are 
in  place  fi*om  the  FTA.  We  hereby  would  like  to  officially  ask  for 
a  study,  Mr.  Chairman,  and  I  believe  Representative  Peterson  is  on 
board  on  it  so  I  don't  think  it  was  at  his  encouragement,  but  we 
would  like  to  call  for  a  study  on  feasibihty  of  incorporating  a  GRIP 
program  which  is  endorsed  in  Canada  or  a  similar  program  in  the 
United  States. 

Such  means  may  put  the  U.S.  producer  on  more  equal  footing 
with  advantages  l^at  are  available  to  the  Canadian  Government. 
We'd  like  to  officially  request  that. 

Item  6,  we'd  like  to  actively  pursue  with  Canada  to  establish  eq- 
uitable grain  policies.  As  Colhn  mentioned  he's  meeting  with  them. 
We're  going  to  be  meeting  with  them.  Let's  see  if  we  can  work 
something  out  even  if  it  has  to  be  individually. 

Item  7,  we  are  seeking  any  method  including  section  22,  Mr. 
Chairman,  proceedings,  antidumping  options  that  might  be  avail- 
able to  us  until  tiie  resolution  of  this — ^what  we  are  calling  a  mas- 
sive import  surge.  Until  that's  resolved  we  are  endorsing  an3^hing 
like  a  section  22  action. 

I  think  in  conclusion — many  of  the  things  that  are  in  my  last 
couple  paragraphs  there  have  been  said. 

We  are  at  a  watershed  in  many  ways  with  agricultural  trade  and 
a  lot  of  these  issues  are  a  moving  target.  We  appreciate  your  help 
in  helping  us  to  find  these  issues. 

[The  prepared  statement  of  Mr.  Kjesbo  appears  at  the  conclusion 
of  the  hesiring.] 

Mr.  Johnson.  Thank  you.  I  participated  in  Byron  Dorgan's  hear- 
ing in  Fargo  some  years  back  on  the  Canadian  Free-Trade  Agree- 
ment. It  was  good  to  have  Sam  Gibbons  along,  who's  probably  the 
foremost  free-trade  advocate  in  the  House  of  Representatives.  He 
is  next  in  line  to  be  chairman  of  the  Ways  and  Means  Committee, 
which  controls  trade  policy,  if  something  were  to  ever  happen  to 
Mr.  Rostenkowski.  I  think  it  was  good  to  have  him  out  here  to  get 
some  different  kinds  of  perspectives. 

I  share  your  interest  in  EEP,  however,  there  are  an  awful  lot  of 
people  in  Congress  around  the  country  wondering  why  one  nickel 
gets  spent  on  any  subsidies  for  any  sector  of  the  economy. 
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So  we  have  our  work  cut  out  for  us  in  regard  to  public  taxpayer 
subsidies  to  the  ag  sector,  but  I  agree  we  need  to  be  aggressive.  I 
would  recognize  Mr.  Peterson. 

Mr.  Peterson.  We're  running  short  of  time,  but  I  may  or  may 
not  be  aware  of  it,  in  the  reconciliation  there  is  a  pilot  project 
that's  been  put  in  there  for  a  revenue  insurance  program  for  Min- 
nesota, North  Dakota,  and  Mississippi, 

The  Secretary  is  interested  in  this  as  well,  and  so  it  looks  like 
we're  going  to  have  a  pretty  good  chance  of  getting  that  done.  We 
don't  know  exactly  how  it's  going  to  work,  but  you'd  have  the  op- 
tion of  getting  into  this  revenue  insurance  program  as  opposed  to 
being  on  a  regular  crop  insurance  so  it  wouldn't  be  mandatory,  but 
it  would  be  something  that  we  could  try  out,  so  we're  hopeful  that 
that  will  get  put  together  sometime  over  the  next  few  months  and 
be  available  for  the  next  crop  year. 

The  other  thing  is  whatever  we  all — we're  going  to  have  to  prob- 
ably sit  down  and  focus  a  little  more  on  how  we're  going  to  prove 
up  this  section  22. 

I  think  that  this  is  probably  our  best  avenue  in  the  long  term 
and  from  what  I  can  tell  we're  going  to  need  to  somehow  or  another 
get  some  more  information  or  ammunition,  if  you  will,  to  the  Sec- 
retary to  try  to  move  that  along  and  we'll  have  to  work  together 
on  figuring  out  how  to  do  that. 

Mr.  Kjesbo.  Be  glad  to  help  you,  Representative  Peterson. 

Mr.  Johnson.  Thank  you,  Mr.  Kjesbo.  Next  we  will  have  Mr. 
Steven  Strege,  who  is  taking  the  place  of  Mr.  Kringlen  who  origi- 
nally was  on  the  panel,  but  we're  pleased  to  have  you  here  with 
us  today,  Mr.  Strege. 

Mr.  Strege.  Yes,  Mr.  Chairman,  thank  you,  and  Congressman 
Peterson.  I'm  the  executive  vice  president  of  the  North  Dakota 
Grain  Dealers  Association,  but  I'm  not  here  testifying  on  behalf  of 
that  organization  today. 

I  got  a  call  yesterday  from  Mr.  Kringlen  and  he  said  he  couldn't 
come  and  he  asked  me  to  bring  his  testimony  over  and  that  has 
been  submitted  so  the  red  light  isn't  going  to  come  on  for  me  this 
morning. 

Mr.  Johnson.  We  appreciate  that  and  I  want  to  say  with  all  sin- 
cerity that  we  will  be  reviewing  the  testimony  very  carefully  and 
a  copy  of  it  will  go  back  to  Washington  with  us  to  share  with  other 
members  and  with  the  staff. 

Mr.  Strege.  Very  good. 

[The  prepared  statement  of  Mr.  Kringlen  appears  at  the  conclu- 
sion of  the  hearing.] 

Mr.  Johnson,  'fiiank  you.  Mr.  Gerald  Lacey. 

STATEMENT  OF  GERALD  A.  LACEY,  VICE  FRESmENT,  NA- 
TIONAL BARLEY  GROWERS  ASSOCIATION,  AND  PRESIDENT, 
MINNESOTA  BARLEY  GROWERS  ASSOCIATION 

Mr.  Lacey.  I'll  try  to  stay  away  ft-om  the  red  light.  Mr.  Chair- 
man, I'm  Gerald  Lacey.  I'm  a  barley  grower  from  the  Red  River 
Valley  near  Campbell. 

I'm  currently  president  of  the  Minnesota  Barley  Growers  and 
vice  president  and  president-elect.  Next  week  I'll  become  president 
of  the  National  Barley  Growers.  Looking  forward 
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Mr.  Johnson.  Never  know  whether  to  say  congratulations  or 
condolences,  but  I  think  it's  congratulations. 

Mr.  Lacey.  But  that  organization  does  represent — we  would  have 
six  States  and  we  do  have  75,  80,  85  percent  of  the  barley  grown 
in  the  United  States.  I  also  have  a  few  slides. 

With  the  trucks  with  the  maple  leaf  on  the  side  and  those — but 
not  only  that  there — our  product  is  coming  in  by  the  train  load  I'm 
afraid.  Not  as  many  trucks  because  the  maltsters  are  using  the  r£iil 
facility  which  is  the  way  they  are  geared  to  receive.  So  a  train  load 
gets  to  be  big  time. 

And  as  far  as  I'm  concerned,  it's  a  panic  situation  for  the 
maltsters,  for  the  malting  barley  producers  in  the  Midwest  and  in 
the  United  States  as  a  whole. 

We  have  to  do  something  to  address  the  situation  and  I  think  it 
has  to  be  drastic.  You  have  my  written  testimony  and  part  of  it 
has — a  good  share  of  it  has  been  covered. 

But  I  think  that  we  need  to  do  something  very  drastic  and  as  a 
representative  of  Minnesota  and  personally  I  would  like  to  put  the 
barley  growers  on  notice  that  I  ao  have  something  in  the  back  of 


my  head  and  I  have  shared  it  wit 


1  Congressman  Peterson  and  that 


would  be  sort  of  a  combination  of  the  Australian  Barley  Board  and 
the  cooperative  sugar  marketing  program. 

It's  a  highbred  that  would  take  it  completely  out  of  the  Ag  Com- 
mittee, should  lower  our  cost  to  the  taxpayer,  and  do  away  with 
this  price  depressing  effects  of  EEP  on  the  world  market. 

I  was  lucky  enough  to  be  able  to  represent  the  barley  growers  in 
visiting  with  Australians  where  I  had  a  chance  to  visit  with  the 
board  and  with  the  producers  and  have  taken  several  short  courses 
at — ^in  Canada  witii  the  Canadian  Wheat  Board  so  I  think  there's 
a  better  system  in  order  to  survive  in  this  world  today  and  I  would 
like  to  be  part  of  that  and  I  think  we  have  a  chance  right  now  to 
do  something  with  that. 

I'd  like  to  expound  just  a  little  on  our  5-percent  assessment.  The 
1990  farm  bill  instructed  that  the  Agriculture  Department  place  a 
5-percent  assessment  or  tax  on  malting  barley  produced  on  farms 
that  are  participating  in  the  production  assessment  program  and  to 
Minnesota,  North  Dakota,  South  Dakota  that  tax  amounts  to  10 
cents  per  bushel  or  $5  an  acre. 

This  tax  is  deducted  automatically  from  the  barley  producers 
final  deficiency  payment.  This  tax  is  proven  not  only  to  be  a  pain 
in  the  side  of  the  barley  producers,  but  an  administrative  night- 
mare by  the  ASCS. 

And  when  that's  spread  between  malting  barley  prices  and  feed 
barley  prices  is  less  ^an  10  cents  the  farms  are  forced  to  sell  their 
malting  barley  into  the  feed  channels. 

This  5-percent  tax  has  shifted  sales  of  malting  barley  into  the 
feed  channels  and  lowered  the  price  of  feed  barley  and  you  know 
the  net  effect  has  increased  the  Government  deficiency  payments 
which  negate  the  income  the  Government  receives  for  the  imposed 
tax. 

And,  Mr.  Chairman,  I  have  a  critique  on  that  and  you  have  a 
copy  of  that. 

What  does  the  5  percent  malting  barley  assessment  have  to  do 
with  Canadian  barley  imports  in  the  United  States?  Canadian  bar- 
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ley  is  not  subject  to  that  tax.  Not  only  do  United  States  barley 
farmers  have  to  compete  against  subsidized  Canadian  freight  rates, 
but  we  also  get  penalized  10  cents  per  bushel  when  we  sell  on  our 
own  market. 

If  we  continue  down  this  road  of  madness  we  will  in  effect  turn 
our  malting  barley  over  to  the  Canadian  Government. 

In  summary,  we  offer  the  following  points:  The  assessment  pro- 
gram is  not  cost  effective.  The  assessment  program  is  difficult  to 
administer,  and  the  assessment  program  has  upset  normal  market 
and  trade  practices  and  that  same  program  gives  the  Canadian 
Government  an  unfair  trade  advantage  over  United  States  barley 
farmers. 

This  will  make  it  impossible  for  us  to  support  the  North  Amer- 
ican Free-Trade  Agreement  because  the  Canadian  barley  will  be 
sent  through  our  United  States  malting  houses  on  into  Mexico  fill- 
ing our  negotiated  quota. 

We  recommend  that  the  committee  mandate  that  the  Secretary 
of  Agriculture  immediately  use  his  discretionary  authority  to  set 
that  assessment  at  zero. 

In  closing  then,  I  would  say  that  without  some  kind  of  bold  ac- 
tion very  soon  we,  as  malting  barley  producers,  will  be  out  of  the 
business  and,  gentlemen,  the  situation  lo  very  critical.  Thank  you. 

[The  prepared  statement  of  Mr.  Lacey  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  Johnson.  Thank  you,  Mr.  Lacey.  I  share  with  you  concerns 
that  barley  has  a  number  of  problems  even  apart  from  the  Cana- 
dian situation. 

The  supposed  fix  in  the  1990  farm  bill  to  correct  the  malting  and 
feed  barley  situation  led  to  still  more  unintended  consequences  and 
needs  immediate  attention. 

I  appreciate  some  innovative  ideas  that  you  have  presented  to  us 
here  relative  to  the  overall  export/import  situation,  so  I  appreciate 
your  comments. 

Mr.  Peterson. 

Mr.  Peterson.  This  barley  decision  that  was  made  in  Canada, 
evidently  a  part  of  this  decision  is  American  barley  can  go  the 
other  way  now.  Somebody  told  me.  Is  that  true? 

Mr.  Lacey.  Yes,  that's  true. 

Mr.  Peterson.  Is  there  any  market  up  there? 

Mr.  Lacey.  No. 

Mr.  Peterson.  So  that  doesn't  do  us  a  whole  lot  of  good? 

Mr.  Lacey.  None.  , 

Mr.  Peterson.  And  the  Canadian  barley  that's  coming  m  that  s 
being  purchased  in  our  elevators,  so  forth,  is  not  subject  to  this  5- 
percent  assessment  because  it's  being  sold  as  feed  barley? 

Mr,  Lacey.  No.  It  doesn't  get  the  assessment. 

Mr.  Peterson.  Even  if  it  goes  into  malting? 

Mr.  Lacey.  The  assessment  is  deducted  fi-om  the  deficiency  pay- 
ment. 

Mr.  Peterson.  Right. 

Mr.  Lacey.  To  the  farmer. 

Mr.  Peterson.  So  there's  no  way  they  can  get  it  to  the  Canadi- 
ans? 

Mr.  Lacey.  No. 
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Mr.  Peterson.  So  in  effect  it  is  a  10-cent  differential  in  addition 
to  everj^hing  else? 

Mr.  Lacey.  For  us  here  in  the  Midwest.  To  the  west  it's  more 
than  that.  In  Id£iho/Montana  it  gets  to  be  worse. 

Mr.  Peterson.  And  then  you  just  were  unsuccessful  in  establish- 
ing at  least  the  Canadicin  grain  that  comes  in  here  at  least  pay  the 
promotion  assessment,  is  that — we  heard  yesterday  that  Montana 
and  I  guess  North  Dakota  were  successful,  but  we  weren't  in  Min- 
nesota £ind  we  had  an  offer  yesterday  that  the  Governor  of  Mon- 
tana was  maybe  going  to  come  over  here  and  try  to  educate  our 
Governor.  Maybe  a  go^  idea.  You  haven't  got  educated  yet? 

Mr.  Lacey.  You  wsint  me  to  get  in  more  trouble?  I'm  in  enough 
trouble  as  it  is  right  now,  Mr.  Peterson. 

Mr.  Peterson.  Well,  anyway  we  appreciate  what  you've  been 
doing. 

Mr.  Lacey.  Thank  you. 

Mr.  Peterson.  We  appreciate  you  being  with  us  today. 

Mr.  Johnson.  Mr.  Pomeroy. 

Mr.  Pomeroy.  When  you  talk  about  nonexistence  of  a  Canadian 
market  for  our  barley  growers,  is  part  of  the  problem  an  exchange 
rate? 

We  spent  the  morning  talking  about  subsidies  and  exploitation 
of  NAFTA.  I  think  a  substantial  compounding  factor  is  the  fact 
that  our  currencies  are  out  of  balance  nearly  to  the  tune  of  25  cents 
of$l. 

So  Canada  shipping  their  wheat  across  is  getting  an  extra  kicker 
nearly  to  the  extent  of  25  percent  right  off  the  bat  just  talking 
about  dollar  exchange  rates.  Do  you  agree  with  that? 

Mr.  Lacey.  I  agree  with  that,  but  also  the  attitude  of  back  when 
the  free-trade  agreement  was  set  up  the  brewing  industry  thought, 
hey,  we're  going  to  get  a  chance  to  attack  that  Canadian  market 
with  some  of  our  cheaper  beer. 

They  took  care  of  that.  They  decided  that  the  aluminum  cans 
were  an  environmental  detriment  to  them  and  they  banned  alu- 
minum cans.  There  went  our  market. 

We  need  a  harassment  division  in  Washington  to  figure  out  a  few 
of  those  things  like  Canada  has. 

Mr.  Pomeroy.  Senator  Byron  Dorgan  observed  he  doesn't  think 
there  is  a  trade  negotiation  that  our  silk-shirted  negotiators 
couldn't  lose  in  half  an  hour.  I  think  that's  an  excellent  example. 

Mr.  Lacey.  No  comment. 

Mr.  Johnson.  I  always  thought  Washington  does  pretty  good  at 
harassment.  Anything  further? 

Mr.  Pomeroy.  No  other  questions,  Mr.  Chairman. 

Mr.  Johnson.  Thank  you,  Mr.  Lacey.  And  last  on  our  final  panel 
a  very  patient  Mr.  Dan  Lautenschlager. 

STATEMENT  OF  DANDSL  J.  LAUTENSCHLAGER,  PRESIDENT, 
NORTH  DAKOTA  GRAIN  GROWERS  ASSOCIATION 

Mr.  Lautenschlager.  Chairman  Johnson,  Representatives  Pom- 
eroy and  Peterson,  on  behalf  of  the  North  Dakota  Grain  Growers 
Association  I  want  to  thsmk  you  for  coming  out  here  to  hold  this 
field  hearing. 
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I  am  Dan  Lautenschlager,  president  of  the  North  Dakota  Grain 
Growers,  which  represents  both  wheat  and  barley  concerns.  Obvi- 
ously, our  growers  are  being  most  directly  affected  by  Canadian  im- 
ports. 

When  hearings  like  these  are  held  in  DC.  I  would  guess  you  have 
more  people  in  the  hearing  room  from  Canadian  interest  groups 
than  those  of  us  who  experience  firsthand  the  cause  and  effect  of 
those  hearings. 

We  feel  fortunate  to  have  the  National  Association  of  Wheat 
Growers,  WETEC  and  the  National  Barley  Growers  working  on  our 
behalf  in  DC,  but  as  I  understand  we're  outnumbered  there.  That 
is  why  we  appreciate  the  tri-State  congressional  delegations  rep- 
resented here  today. 

We  want  to  provide  you  with  the  facts  and  anecdotal  information 
you  need  to  fix  what  is  broke  in  this  free-trade  agreement,  so  that 
as  you  consider  the  fast  track  in  NAFTA  we  don't  add  insult  to  in- 
jury. 

Since  the  statistical  information  is  readily  available  from  our  ex- 
perts in  all  three  States,  I  am  going  to  talk  about  what  I  think 
from  my  firsthand  experience  as  a  farmer  who  lives  just  80  miles 
from  the  Canadian  border. 

To  your  seven  questions,  I  guess  I'd  have  to  say  we've  talked 
these  questions  through  at  any  number  of  meetings,  seminars,  and 
panels. 

What  appears  to  be  the  result  of  these  discussions  is  more  wheat, 
barley,  and  barley  fed  livestock  coming  into  our  domestic  markets. 

However,  we  have  two  new  developments  for  this  discussion:  The 
recent  announcements  that  Canadian  farmers  can  sell  barley  di- 
rectly into  the  United  States  without  going  through  the  Canadian 
Wheat  Board  and  that  the  Crow  rate  may  become  a  direct  payment 
to  farmers  rather  than  to  railroads,  making  the  United  States  mar- 
ket even  more  lucrative  to  Canadian  growers. 

My  questions  to  you  are  do  these  changes  impact  CUSTA  suffi- 
ciently to  allow  the  United  States  to  pursue  protection  under  sec- 
tion 22? 

And  do  these  most  recent  actions  suffice  to  show  that  these  ac- 
tions are  impacting  domestic  policy  in  the  United  States? 

Increased  deficiency  pajrments  due  to  reduced  prices  and  in- 
creased demand  on  EEP  outlays  should  prove  that  Canadian  ac- 
tions are  driving  changes  in  domestic  policy,  but  you  and  I  know 
that  knowing  something  is  wrong  in  the  United  States-Canadian 
Free  Trade  i^eement  does  not  resolve  the  fair  trade  issues. 

When  we  sit  down  with  our  Canadian  colleagues,  they  admit  to 
the  advantage  they  have  selling  for  a  better  price  than  they  can  get 
via  their  traditional  channels. 

How  can  we  fault  them  for  finding  a  way  to  take  advantage  of 
our  trade  agreement?  We  have  always  been  ingenious  at  finding 
ways  to  maximize  our  benefits  in  our  own  farm  programs. 

Farmers  wits  have  been  sharpened  by  having  to  survive  despite 
regulations  and  redtape.  What  fi-ustrates  us  is  that  the  Canadians 
plugged  all  the  avenues  for  U.S.  farmers  benefiting  from  their  sys- 
tem and  providing  a  one-way  greased  chute  for  their  production 
into  the  United  States. 
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Perhaps  the  end-use  certificate  can  help  us  identify  numbers  and 
make  better  cases  when  we  pursue  a  complaint. 

However,  Charlie  Mayer,  the  Canadian  Ag  Minister,  this  week 
said  he  would  concede  the  need  for  end-use  certificates  for  our 
grain  into  Canada,  which  may  make  the  question  moot,  but  until 
that  happens,  I  think  we  need  to  push  for  the  certificates. 

As  long  as  the  grain  industry,  including  our  co-ops,  finds  advan- 
tages in  handling  the  grain  coming  in,  we  won't  see  an  end  to  the 
tripling  of  wheat  imports  that  has  occurred,  and  similarly  the  feed 
barley  coming  across. 

United  States  and  Canadian  farmers  have  much  in  common  and 
individually  might  even  concede  that  they  should  share  costs  for 
the  infi'astructure  which  this  grain  traffic  is  impacting  and  even  to 
contribute  to  marketing  and  promotion  funds. 

But  as  long  as  our  marketing  and  monetary  systems  are  so  dif- 
ferent, I  cannot  see  how  these  things  can  change  that  much  in  our 
favor. 

They  sell  all  of  their  production  every  yesir  and  we  have  a  State 
Department  that  holds  us  back,  precluding  timely  use  of  the  Export 
Enhancement  Program. 

Apparently,  Mr.  Christopher  left  North  Dakota  at  too  early  an 
age  to  have  lasting  understanding  of  agricultural  needs. 

What  is  the  answer?  For  the  short  term,  apply  the  pressure.  We 
can  press  for  end-use  certificates,  pull  out  the  stops  on  EEP,  file 
for  section  22  sanctions  and  buy  some  Canadian-type  brains  to 
make  sure  that  we  don't  get  left  out  of  the  Mexican  markets  by 
NAFTA. 

For  the  long  term  we  have  to  aggressively  add  to  our  cooperative 
ventures  like  Dakota  Growers  Pasta  Company,  or  even  possible 
joint  ventures  with  farmers  fi'om  Canada.  If  we  have  to  take  their 
grain,  why  not  their  money? 

And  perhaps  convene  a  task  force  or  blue  ribbon  commission  to 
find  ways  to  harmonize  our  systems  so  that  we  can  work  together 
toward  the  mutually  important  end  of  reasonable  trade  discipline 
on  the  EEC  to  resolve  these  grain  wars. 

Gentlemen,  thank  you  for  coming. 

[The  prepared  statement  of  Mr.  Lautenschlager  appears  at  the 
conclusion  of  the  hearing.] 

Mr.  Johnson.  Thank  you,  Mr.  Lautenschlager. 

Mr.  Pomeroy. 

Mr.  Pomeroy.  No  questions. 

Mr.  Johnson.  We  appreciate  the  insights  from  the  North  Dakota 
Grain  Growers  Association  and,  again,  I  think  it's  very  helpful  for 
the  subcommittee. 

In  order  to  expedite,  so  that  we  can  conclude,  I  think  we'll  go 
ahead  with  the  remaining  witnesses  and  we're  going  to  have  to 
limit  each  final  person  giving  oral  testimony  to  2  minutes.  I  know 
that  that's  outrageous  to  deal  with  issues  as  complex  as  this,  but 
that's  as  much  time  as  we  have  in  order  to  extend  the  courtesy  to 
everybody  to  give  them  an  opportunity. 

If  you  want  to  supplement  that  statement  with  a  written  state- 
ment, we  will  certaiiily — even  if  you  don't  have  it  ready  right  now, 
accept  that  into  the  record  without  objection  fi*om  the  subcommit- 
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tee  and  have  that  available  for  the  other  members  and  the  staff  in 
Washington. 

And  I  would  urge  members  of  the  subcommittee  in  order  to  have 
all  of  these  people  here  testify  we  may  have  to  refrain  from  ques- 
tioning of  these  six  individuals  unless  there's  something  that  is  just 
killing  you  to  ask  them. 

Mr.  Ted  Allen  is  the  first  individual  on  our  list,  who's  a  member 
of  the  United  Grain  Growers,  Ltd.  at  Canada  and,  Mr.  Allen,  we 
really  do  welcome  you  here. 

STATEMENT  OF  TED  M.  ALLEN,  PRESffiENT  AND  CHAIRMAN 
OF  THE  BOARD,  UNITED  GRAIN  GROWERS,  LTD.,  WINNIPEG, 
CANADA 

Mr.  Allen.  Thank  you,  Mr.  Chairman.  Thank  you  for  taking  the 
time  to  he^  me.  Very  briefly,  all  I  wanted  do  is  to  lay  out  some 
of  the  facts  that  may  have  been  missed  during  these  hearings. 

First  of  all,  I  think  it's  important  to  know  that  North  Dakota,  my 
information  is  about  two-thirds  of  your  exports  go  to  Canada  and 
free  trade  or  fair  trade  is  just  that.  It  means  that  goods  have  to 
flow  both  ways  and  as  you  free  trade  up  there  are  winners  and  los- 
ers on  both  sides  of  the  board. 

The  facts  are  that  since  the  free-trade  agreement  has  been  imple- 
mented there's  been  a  50-percent  increase  in  the  flow  of  agricul- 
tural products,  but  the  balance  has  been  pretty  well  equal. 

I  think  in  1992  there  were  something  like  IOV2  trillion  dollars' 
worth  of  agricultural  trade  between  Canada  and  the  United  States 
and  in  excess  of  $5  bilhon  of  trade  going  in  either  direction. 

In  grains  and  oil  seeds  the  situation  is  similar.  There's  pretty 
close  to  a  balance  in  trade  in  the  flow  of  goods  going  in  either  direc- 
tion. 

I  just  want  to  highlight  for  those  of  you  who  are  concerned  about 
the  flow  of  Canadian  products  coming  down  into  the  United  States, 
this  year  there  will  be  about  1.2  million  metric  tons  or  about  50 
million  bushels  of  United  States  com  going  into  the  Ontario  mar- 
ket displacing  what  would  have  been  a  market  for  Canadian  bar- 
ley. 

That  is  a  500-percent  increase  over  the  year  before  so  if  you 
think  there's  only  one  ox  getting  gored  think  again. 

I  would  also  like  to  add  that  in  listening  to  Professor  Wilson's 
comments  I  thought  that  he  was  very  perceptive  in  most  of  his  re- 
marks and  I  concurred  with  most  of  his  remarks. 

I'd  just  like  to  conclude  though  by  saying  that  I  think  we're  all 
really  missing  the  forest  for  the  trees. 

The  European  Economic  Commimity  brought  on  this  trade  war 
in  agriciiltural  products  and  at  the  risk  of  being  severely  abused 
by  my — some  of  my  colleagues  in  Canada  at  times  I  remind  them 
of  that  when  they  try  and  beat  up  on  the  United  States  unduly. 

I  think  EEP  and  other  trade  remedies  were  used  by  the  United 
States  in  response  to  a  very  intransitive  European  Economic  Com- 
munity. I  supported  that  thrust.  I  knew  there  was  going  to  be  blood 
on  the  floor  during  the  short  term,  but  I  thought  in  the  long  term 
that  it  would  achieve  some  benefits. 
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I  really  think  what  we  need  is  a  GATT,  a  resolution  of  the  GATT, 
in  which  all  of  the  developed  countries  of  the  world  will  agree  to 
ratchet  down  their  current  subsidies  that  they  give  to  agriculture. 

I  think  this  last  year  the  OECD  recognized  in  excess  of  $300  bil- 
lion of  subsidies  that  developed  countries  are  paying  their  agricul- 
tural sector  and  it's  the  kind  of  a  run  faster  to  compete  in  the  same 
place  situation. 

The  European  Economic  Community  particularly  needs  to  reduce 
their  level  of  subsidization  as  do  other  European  countries  and  the 
Japanese  and  the  Koreans  and  others  need  to  open  their  markets 
up  more. 

That  is  the  real  answer  I  think  to  the  problem  that  producers  on 
both  sides  of  the  borders  are  currently  running  into  in  terms  of  the 
way  they  are  getting  dealt  with  in  the — as  far  as  their  incomes  go 
and  difficulties  in  the  marketplace.  Thank  you,  Mr.  Chairman. 

Mr.  Johnson.  Thank  you,  Mr.  Allen,  and  I  really  do  appreciate 
your  insights.  In  this  particular  hearing  we  probably  needed  a  little 
more  of  that  perspective,  but  I  do  agree  with  the  general  notion 
that  in  world  trade  if  you  give  you  got  to  get  and  I  appreciate  your 
being  with  us. 

Mr.  POMEROY.  Mr.  Chairman,  under  the  "unless  there's  some- 
thing you're  just  dying  to  say  caveat,"  I  have  something  I'm  dying 
to  say  at  this  point.  First,  Mr.  Allen,  we  appreciate  our  long  friend- 
ly relationship  with  our  northern  neighbor  and,  in  fact,  recognizing 
we're  the  host  State  for  the  Peace  Gardens.  We're  celebrating  our 
long  continuous  friendly  border  so  we're  not  about  to — I  hope  I 
don't  sound  too  provocative  in  our  concerns. 

You  mentioned  quite  correctly  and  I  am  aware  that  the  Canadi- 
ans have  serious  problems  with  the  Canadian  Free-Trade  Agree- 
ment in  many  areas.  But  when  it  comes  to  agricultural  products 
we're  talking  about  this  morning,  and  in  light  of  this  incredible 
surge  of  grain  imports  into  this  country,  in  this  area  while  there 
are  more  oxes  than  one  that  are  getting  gored  when  it  comes  to 
grains  North  Dakota  is  getting  gored.  I  just  don't  think  there's  any 
getting  around  that. 

Mr.  Allen.  And  if  you  look  at  the  flow  of  com  into  Canada  and 
to  Ontario  that's  goring  the  western  Canadian  barley  producer  who 
would  normally  have  that  market  if  there  were  more  restricted 
rules  on  the  flow  of  those  kind  of  commodities,  but  in  the  end  I 
think  the  consumer  wins  on  both  sides  if  the  more  logical  north/ 
south  flows  take  place. 

Mr.  PoMEROY.  We  can  talk  about  that. 

Mr.  Johnson.  I  would  caution  members  of  the  subcommittee 
here  that  we  may  have — we  don't  want  to  refight  all  the  issues  that 
were  brought  up  during  the  course  of  the  hearing. 

Mr.  Peterson.  Could  I  ask 

Mr.  Johnson.  But  I— yes. 


Mr.  Allen.  I'm  willing  to  respond  to  questions 

Mr.  Peterson.  What  do  you  think  about  the  premise  that  agri- 
culture should  not  be  part  of  free  trade,  that  it's  actually  a  national 
security  asset  of  each  country  and  that  it  is  of  a  state  to  be  trading 
agriculture  in  the  free  market? 

Mr.  Allen.  That's  how  we  got  into  the  mess  we're  in  now.  The 
Europeans  originally  wanted  food  security.  They  created 


175 

Mr.  Peterson.  Originally.  They  still  want  it. 

Mr.  Allen.  Well,  but  they  got^-they  overshot  the  mark  so  badly 
that  then  they  were  going  to  feed  the  hungry  of  the  world.  That 
was  the  rationale  after  they  doubled  their  production  beyond  what 
they  needed. 

Then  they  got  into  a  situation  where  even  some  of  the  devel- 
oped— or  the  hungry  countries  of  the  world  didn't  seem  to  need  it 
quite  as  much  and  I  wondered  then  if  it  was  an  environmental 
thing  because  they  were  taking  products  out  in  the  ocean  and 
dumping  them  because  they  had  been  in  storage  for  so  long  so  then 
you  wonder  was  it  an  environmental  thing  that  they  wanted  to  feed 
the  fish.  It  got  insane. 

And  really  if  we're — if  we  are  a  global  village,  if  we  are  going  to 
be  much  more  interdependent,  I  think  that  food  and  agricultural 
products  have  to  be  part  of  that  interdependency. 

Mr.  Peterson.  How  about  lawyers  and  doctors,  why  aren't  they 
competitive  in  the  world  market? 

Mr.  Allen.  I  wish  there  was  fi-ee-trade  lawyers  and  doctors  be- 
cause I  know  which  way  the  flow  would  be  going. 

Mr.  POMEROY.  I  think  taking  them  into  the  ocean  and  dumping 
them  is  a  good  solution. 

Mr.  Allen.  Thank  you  very  much. 

Mr.  Johnson.  Mr.  Erwin  Warner,  Halstad,  Minnesota.  Mr.  War- 
ner, welcome.  Thank  you  for  your  patience. 

STATEMENT  OF  ERWIN  N.  WARNER,  FARMER  HALSTAD,  MN 

Mr.  Warner.  It's  been  a  long  time  getting  at  you  guys.  To  get 
things  going,  oil  the  wheels  is  lobb3ring.  Washington,  DC  is  450  to 
500  lobbies.  They  equal  the  Senators  and  the  Congressmen. 

Our  families,  farm  families  reside  in  western  Norman  Coimty, 
Minnesota  and  eastern  Norman  County — eastern  Traill  County, 
North  Dakota. 

And  I  think  one  of  the  best  pictures  on  here  is  anything  we  have 
a  surplus  of  should  not  be  imported. 

Imagine  importing  com  and  wheat.  Com,  wheat,  and  barley 
we're  probably  amongst  the  six  biggest  growers  in  the  world.  Why 
should  they  move  that  stuff  into  our  country? 

And  then  they  busted  up  "Ma  Bell"  because  she  was  a  monopoly. 
Why  don't  they  bust  up  the  big  grain  companies,  the  big  brewing 
companies,  the  big  railroads,  the  big  banks?  That  would  be  busi- 
ness. That's  what  we  got  these  people  in  Washington  for  is  to  run 
the  business  instead  of  lobbying  too  much. 

I'll  read  a  little  piece  I  got  here.  Barley  tax  1  cent  a  bushel  is 
wasted,  is  a  wasting  of  time  and  money.  Grain  prices  are  set  in 
Washington,  DC.  The  barley  tax  have  been  used  for  lobbying  as  a 
given  to  the  Presidential  campaign  of  $10,000  from  the  barley  and 
the  wheat.  We  should  have  probably  got  $2.80  or  $3  for  barley.  We 
got  4.50  to  $5  for  wheat.  Plus,  we'd  have  saved  agriculture  for  free 
trade. 

Taking  the  whole  agriculture  for  business  in  the  Nation  together 
we — the  farmers  stand  as  the  biggest  business  in  the  Nation  if  they 
would  hold  hands.  Together  we  stand,  alone  we  fall.  It's  time  the 
farmer  stood  up  on  their  hind  legs  and  got  together. 
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Why  do  they  call  farmers  dumb?  Because  the  price  of  anything 
they  buy,  the  market  is  set.  Anything  they  sell  at  the  market  is  set. 
Thank  you. 

[The  prepared  statement  of  Mr.  Warner  appears  at  the  conclu- 
sion of  the  hearing.] 

Mr.  Johnson.  TTiank  you,  Mr.  Warner.  Appreciate  your  insights. 
And  Mr.  Hank  Thilmony  of  St.  Louis,  Missouri,  Italgrani  USA,  Inc. 

STATEMENT  OF  HENRY  J.  THILMONY,  GRAIN  COORDINATOR, 

ITALGRANI  USA,  INC. 

Mr.  Thilmony.  Thank  you  for  allowing  me  to  speak  briefly.  We're 
a  Durum  milling  com.pany.  We  have  a  large  milling  in  St.  Louis 
and  Boston.  We  also  have  a  stake  out  in  the  Durum  growing  area 
of  North  Dakota. 

We  have  two  grain  elevators  that  we  have  been  operating  there, 
and  we  purchased  a  third  grain  elevator  this  past  winter.  We're 
making  $1  million  in  improvements  there  so  we  feel,  or  we  found, 
the  best  way  to  encourage  domestic  production  of  Durum  is  to  cre- 
ate a  market.  While  acreage  is  declining  in  a  lot  of  areas  we  feel 
that  the  area  around  our  facilities,  the  Durum  acreage  is  maintain- 
ing its — that  the  Durum  acreage  is  maintaining  and  in  the  Powers 
LsQte  area  where  we  just  purchased  a  facility  this  past  winter, 
we're  finding  that  the  acreage  actually  increased  there  a  little  bit 
because  the  farmers  anticipate  a  good  market. 

The  grain  processing  and  handling  business  is  a  very  competitive 
business.  I  don't  think  anyone  can  look  at  it  and  say  that  they're 
reaping  huge  profits.  It's  highly  competitive  and  if  it  was  easy,  if 
there's  big  bucks  to  be  earned  there,  everyone  would  be  doing  it 
and  we've  seen  a  lot  of  consolidation  in  that  business  both  on  a 
country  level  and  also  on  a  large  scale. 

For  example,  Pillsbury  a  few  years  ago  was  a  huge  grain  proc- 
essor and  handler  and  they  pulled  out  of  the  business. 

I  guess  the  statement  that  I'd  like  to  make  is  that  being  in  the 
processing  industry  we  don't  feel  that  abuses  are  taking  place  as 
far  as  Canadian  grains  getting  into  export  channels  and  we  oppose 
the  end-use  certificates. 

I  think  some  type  of  voluntary  measures  from  the  grain  company 
stating  what  the/re  purchasing  out  of  Canada  would  be  more  ap- 
propriate and,  of  course,  if  they  wanted  to  follow  up  with  audits 
fi*om  time  to  time  to  make  sure  that  this  is  in  fact  the  case,  that 
would  be  beneficial. 

I  don't  think  any  grain  processor  or  exporter  would  want  to  risk 
the  chance  of  losing — EEP  bonuses  down  the  road  would  risk  put- 
ting— knowingly  put  imported  grain  into  a  subsidized  sale. 

Mr.  Johnson.  Thank  you,  Mr.  Thilmony.  Let  me  just — you  rely 
primarily  on  Durum  growers  in  the  region  of  your  facility.  You  do 
buy  some  Canadian  Durum  though,  is  that 

Mr.  Thilmony.  Yes.  I  guess  last  year  we  used  about  14  million 
bushels  of  Durum.  About  15  percent  of  that  was  imported  fi-om 
Canada.  We  also  rely  on  our  two  elevators,  we'll  have  a  third  now, 
and  we  also  buy  fi-om  other  elevators  as  well,  so  we're  a  major 
player. 
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Mr.  Johnson.  Thank  you  very  much.  Mr.  Don  Loeslie  of  Warren, 
Minnesota,  past  president  of  the  National  Association  of  Wheat 
Growers.  Mr.  LoesUe. 

STATEMENT  OF  DON  LOESLIE,  FARMER  AND  PAST  PRESI- 
DENT, NATIONAL  ASSOCIATION  OF  WHEAT  GROWERS,  WAR- 
REN, MN 

Mr.  Loeslie.  Thank  you  very  much.  Members  of  the  subcommit- 
tee, I'd  just  hke  to  state  I  think  in  1984  it  was  that  President 
Reagan  made  a  statement  that  the  projection  of  this  Nation  was 
economic  stabihty  and  cutting  inflation  and  that  farmers  would  pay 
a  very  heavy  price  for  that,  but  it  was  a  price  that  had  to  be  paid 
by  this  Nation. 

Now,  I  would  suggest  to  you  that  our  new  President  is  talking 
about  economic  growth  and  the  same  pohcies  that  maybe  have  been 
in  place  and  it's  time  to  really  take  another  look  at  them  because 
as  we  can  tell  here  we  are  losing  an  industry,  the  largest  industry, 
the  most  efficient  industry  in  the  history  ever  of  this  world  and  the 
standpoint  is  that  if  you  combine  the  payrolls  of  transportation, 
steel,  and  the  auto  industry,  it  is  not  equal  to  the  agricultural  in- 
dustry that  we're  putting  on  the  line  here  this  day  and  age  or  this 
timeframe. 

And  I'd  like  to  also  point  out  that  as  our  commodities  fall,  using 
oats  as  the  first  one,  oats  went  to  the  Scandinavian  countries  be- 
cause it  was  subsidies  that  they  were  coming  into  this  country 
with. 

At  one  point  their  season  failed  them  and  oat  prices  a  few  years 
back  raised  to  $4  a  bushel.  Carol  Brookins  and  I  had  a  discussion, 
open  discussion,  as  to  why  American  producers  wouldn't  produce 
oats  at  $4. 

Well,  of  course,  we  were  out  of  the  market.  We  just  were  not 
geared  up  to  do  it  and  in  past  tense  at  $4  you  bet  we  would,  but 
at  the  70,  80  cents  that  those  countries  had  used  subsidies  to  drive 
down  the  price  with  we  were  out. 

Now  we  see  the  situation  happening  exactly  with  Durum.  We  see 
it  happening  exactly  with  barley.  Wheat  is  next  and  the  major 
thing  is  that  there's  an  incentive  in  here. 

The  incentive  should  be  for  agriculture  to  do  what  it's  supposed 
to  do  and  that  is  to  make  jobs,  to  pay  off  trade  deficits,  et  cetera. 
In  the  inverse,  we're  doing  it  in  a  standpoint  that  we  are  subsidiz- 
ing almost  with  our  EEP  program,  it's  in  place,  but  it's  a  volun- 
teered program.  . 

In  defense  of  the  new  administration  they  haven  t  been  m  place 
long  enough,  but  yet  sales  are  lagging.  If  you  look  in  past  times  we 
have  had  times  of  drought.  We  haven't  pursued  why  weve  lost 
huge  amounts  of  sales  that  particular  year.  ,  •     .i.  i. 

Case  in  point,  the  drought  year  of  1988,  I  believe,  and  m  that 
particular  year  if  you  follow  that  scenario  down  we  had  market 
prices  of  about  $3.80.  Projection  was  that  it  would  go  higher. 

The  projection  was  also  that  with  the  drought  that  was  coming 
in  the  Winter  Wheat  area,  no  rural  wheat  stocks  to  speak  ot,  U.b. 
wheat  stocks  at  an  all  time  low,  they  should  have  went  higher  and 
yet  they  plummeted  to  $2.30,  because  we  decided  to  sit  on  the  fence 
with  our  EEP  program  instead  of  making  it  the  law  ot  the  land. 
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making  it  that  we  are  going  to  sell  it  at  that  particular  time  and 
imtil — the  rest  of  the  country  got  into  that  world  market  eind  pur- 
chased those  markets  with  their  subsidies  and  directing  as  has 
been  said  to  you  today  here. 

The  point  is  that  after  that  effect,  not  only  did  the  price  fall  from 
$3.80  to  $2.30,  is  $1.5  billion  more  of  taxpayer  cost  just  for  the 
farmers  safety  net? 

The  farmers  safety  net  was  thought  to  be  too  high  so  it  was  more 
in  flex  acres  the  very  next  spring  and,  of  course,  that  effectively 
raised  the  target  price  or  lowered  it  from  $4  to  $3.60  if  you  take 
in  the  15  percent. 

So  the  point  that  I  want  to  get  to  you  and  as  Congressman 
Pomeroy  mentioned,  one  of  the  very  things  that  has  not  really  been 
mentioned  in  any  of  these  trade  things  and  in  fairness  to  all  coim- 
tries  and  all  producers  who  all  face  low  prices,  is  the  standpoint 
of  the  currency  exchanges. 

If  I  could  oversimplify  for  a  minute,  if  I  go  to  Canada  and  spend 
$100,  it  costs  me  $80.  They  come  here,  $100  costs  $120.  If  I'm  a 
buyer  do  I  want  $100  of  $80  stuff  or  do  I  want  $100  of  the  $120 
stuff.  And,  of  course,  we  know  it's  went  as  high  as  40  percent  in 
other  times. 

Commissioner  Vogel  painted  the  point  about  the  secrecy  thing. 
Let  me  tell  you  firsthand  being  involved  during  that  time  we  were 
told  that  wheat  would  not  be  part  of  the  free-trade  agreement. 

Peter  Murphy  kept  his  word.  He  did  not  mislead  us.  But  he  was 
excused  from  the  negotiation  when  the  Secretary  of  Treasury,  Jim 
Baker,  went  behind  closed  doors.  They  brought  their  farmers' 
views.  We  brought  the  businesses  who  farm  the  farmers'  views. 

And  in  that  context  the  incentive  that  I  spoke  to  at  the  top  of 
the  conversation,  from  a  business  standpoint  you  want  to  buy  your 
commodity  as  cheaply  as  you  can  and,  therefore,  buying  it  from  as 
many  sources  as  you  can  makes  good  business. 

Also,  if  you  can  play  in  the  currency  exchanges  in  there  it's  dou- 
bly more  so.  Throw  in  the  transportation  subsidy  and  all  the  other 
known  factors  and  you  can  see  what's  happening  to  us. 

Now,  if  you  want  to  put  that  into  the  standpoint  of  the  seller,  if 
I'm  in  Canada  it's  an  incentive  to  me  to  sell  where  my  dollar  is 
stronger  because  I  can  take  that  back  and  convert  that  20  to  40 
percent  on  the  price  that  I  got  back  home. 

And,  of  course,  you  know  I  could  just— dearly  love  to  talk  about 
this  for  awhile,  but  in  the  incentive — in  the  point  of  your  discussion 
here  I  urge  you  to  look  at  changing  this  incentive. 

Somehow  we  have  to  be  able  to  be  in  a  position  that  our  people 
can  buy  from  our  local  farmers  as  cheap  as  they  can  buy  from  an- 
other competitor. 

And  I  think  also  if  I  could  just  ask  you  to  think  about  and  I 
haven't  had  a  chance  to  look  at  it,  but  Secretary  Espy  released  a 
study  here  that  showed  that  sugar — has  claimed  for  some  time  that 
sugar  was  being — evading  the  tariff  by  coming  through  the  process 
channel.  I'm  not  exactly  clear  on  the  specifics  of  it. 

I  would  like  to  know  if  it  would  be  in  order  to  have  a  study  that 
would  focus  if  that  actually  went  into  profits  for  certain  companies 
or  if  that  really  went  into  consumer  savings  while  this  was  happen- 
ing. 
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Now,  in  the  inverse  of  that  if  you  take  as  we  brought  the  wheat 
price  down  for  all  producers  around  the  world,  has  that  savings 
went  into  the  consumers'  hands  or  did  it — is  it  actually  going  into 
business  profits  hands. 

I  think  we  need — not  saying  one  is  right,  one  is  wrong,  but  we 
do  need  to  identify  it  if  we're  going  to  learn  from  our  past,  if  we're 
going  to  make  the  transition  to  the  90's  where  agriculture  being 
the  most  efficient  industry  certainly  should  be  the  forefront  leader 
and  if  we're  going  to  destroy  it  with  our  own  internal  things  by 
pricing  our  own  people  out  of  business,  the  only  people  who  can  be 
competitive  is  at  the  pure  sense  is  the  survival  of  fittest,  if  you  get 
the  rain  or  if  you're  in  the  senior  years  of  your  career.  Thank  you. 

Mr.  Johnson.  Thank  you,  Mr.  Loeslie.  I  appreciate  the  insights 
on  that  and  I  think  you  reiise  several  good  points  that  this  sub- 
committee needs  to  pursue. 

Mr,  Wsuren  Maus  of  Maynard,  Minnesota,  is  a  member  of  the 
Minnesota  Wheat  Board. 

Mr.  Loeslie.  Excuse  me.  Can  I  make  one  more  further  comment? 

Mr.  Johnson.  One  very  briefly. 

Mr.  Loeslie.  In  1984  and  1985  we're  familiar  with  this  currency 
exchange  situation.  The  United  States  had  all  time  record  depres- 
sion-type years  during  those  years.  Our  competition,  all  of  the 
other  exporters,  including  Canada,  had  all  time  record  earning 
profits. 

Mr.  Johnson.  Thank  you.  Mr.  Maus,  thank  you  for  your  pa- 
tience. 

STATEMENT  OF  WARREN  G.  MAUS,  FARMER  AND  MEMBER, 
MINNESOTA  WHEAT  BOARD 

Mr.  Maus.  Thank  you  for  allowing  me  to  speak.  I'm  from  May- 
nard, Minnesota,  west  central  Minnesota.  And  I'm  new  on  the  Min- 
nesota Wheat  Board,  and  truly  the  only  thing  I'm  interested  in  is 
price  for  our  product. 

We  should  repeal  the  free-trade  agreement  with  Canada  and  we 
should  unanimously  oppose  the  N.^TA  agreement  as  totally  not 
acceptable  for  American  ag  and  middle  class  America. 

I  have  a  Uttle  statement  that  I'll  read.  I  just  got  the  29th  of  May. 
It's  pro  ag.  And  this  was  a  recent  export  subsidy  study  by  two  rural 
trade  speciaUsts,  Rod  Tyers  and  Kym  Anderson  shows  U.S.  farmers 
would  nave  gained  $3  billion  in  sales  volume  in  a  typical  year  in 
1990,  if  all  global  grain  competitors  had  backed  away  from  sub- 
sidized sales.  However,  EC  farmers  would  have  lost  $53  billion  in 
revenues. 

It's  obvious  that  the  major  opposition  to  GATT  and  other  grain 
trade  liberaHzation  arises  in  EC  where  farmers  are  a  powerful  po- 
litical bloc. 

Well,  now  in  this  country  we  seem  to  have  financial  problems. 
We  have  a  huge  debt.  We  insist  on  selling  Japanese  soybeans  for 
$5  a  bushel. 

I  don't  really  know — ^to  me  I  question  our  Canadian  fi*iends'  ob- 
servations. I  don't  know  if  I  would  Uke  the  observations  of  the  Ca- 
nadian farmer. 

But  why  not  $6  wheat?  Why  not  a  tariff  of  $6  wheat?  Now,  if  we 
need  this  production,  why  should  they  not  get  $6  wheat? 
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An  example,  we  talk  about  who  gets  the  profit.  I  bought  a  pack- 
age of  Wheaties  awhile  ago  and  it  was  12  ounces,  for  $2.53.  You 
put  a  pound  at  $3.25  a  pound  for  Wheaties.  Now,  wheat  is  10  cents 
a  pound.  It  would  be  $6  a  bushel.  Just  think  what  that  wouldn't 
do  for  your  rural  ai*ea. 

And  the  barley,  I  was  kind  of  astounded.  I  had  to  double  check 
this.  One  bushel  of  barley  makes  32  gallons  of  beer.  And  if  you  use 
8  pints  to  1  gallon  that's  256  pints.  I  don't  think  anybody  is  getting 
$2.56  a  bushel  for  barley  today  at  1  cent  a  pint. 

Now,  I  understand  the  Canadians  support  their — maltsters  have 
to  pay  $5.50  for  their  barley.  And  I — to  me  and  we  as  farmers  by 
this  free  trade  are  being  exploited  all  over  the  world  and  these 
economists  really  don't  care  about  us. 

They  like  their  annual  raise  every  year  and  I  did  ask  Mr.  Wilson 
what  he  thought  the  price  of  wheat  should  be  before  the  meeting. 
Well,  he  did  tell  me  $5  a  bushel.  Well,  I  guess  that  would  be  a  good 
raise  from  what  it  is. 

But  I  think  the  whole  farm  bill  should  be  repealed  as  we  have 
had  it.  This  deficiency  payment  on  all  of  this  stuff  we  should  get 
the  price  out  of  the  marketplace. 

Now,  the  one  program  that  works  is  the  sugar  and  that's  thought 
at  no  cost  to  the  Government.  Now,  the  sugar  producers  are  mak- 
ing money.  Now,  they  still  have  to  raise  the  crop. 

But  I  think  we  should  look  to  something  that  benefits  not  only 
farmers,  but  the  country  as  a  whole.  Just  think  what  would  happen 
to  this  country  if  there  was  economic  stimulus  that  wouldn't  cost 
the  Government  a  penny  if  they  were  to  support  these  prices  as 
they  have  sugar.  Thank  you. 

Mr.  Johnson.  Thank  you.  I  appreciate  your  testimony  and  your 
insights.  I  understand  we  have  an  FAS  representation  here  today. 
I'd  like  to  have  that. 

We've  fallen  a  little  behind  on  schedule.  We  have  some  Min- 
nesota and  North  Dakota  media  we  need  to  talk  to  and  I  think  we 
are  supposed  to  be  at  the  Northern  Crop  Institute  in  about  10  min- 
utes. 

So  we  are  going  to  have  to  move  along,  but  this  testimony  has 
been  very  helpftil  to  us,  all  of  it,  written  and  oral.  We'll  be  taking 
it  back  to  Washington  with  us,  share  it  with  our  fellow  members 
of  the  committee  and  staff  and  I  think  it  has  been  a  very  helpful 
proceeding  to  come  out  and  talk  to  the  people  who  are  impacted  in 
such  a  direct  way  in  their  own  daily  lives. 

So  thank  you  for  everybody's  contribution.  With  that,  this  sub- 
committee is  adjourned. 

[Whereupon,  at  12:30  p.m.,  the  subcommittee  was  adjourned,  to 
reconvene,  subject  to  the  call  of  the  Chair.] 

[Material  submitted  for  inclusion  in  the  record  follows:] 
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TESTIMONY  OF  N.D.  AGRICULTURE  COMMISSIONER  SARAH  VOGEL 

BEFORE  THE 

HOUSE  AGRICULTURE 

SUBCOMMITTEE  ON  GENERAL  FARM  COMMODITIES 

JUNE  12,  1993 

Good  morning.  Congressman  Pomeroy  and  Congressman  Peterson. 
For  the  record,  I  am  North  Dakota  Agriculture  Commissioner  Sarah 
Vogel.  Thank  you  for  providing  this  opportunity  to  testify  on 
"free"  trade  and  its  impact  on  North  Deikota  grain  producers. 

This  is  not  the  first  time  I  have  spoken  on  these  issues. 
Since  I  assumed  office  in  1989  I  have  presented  written  and  oral 
testimony  on  at  least  eight  different  occasions.  I  have  appeared 
before  the  US  Trade  Representative,  the  House  Ways  and  Means 
Subcommittee  on  Trade,  and  twice  before  the  House  Agriculture 
Committee.  I  have  requested  that  our  Congressional  Delegation  ask 
for  a  General  Accounting  Investigation  regarding  the  accuracy  of 
the  Producer  Subsidy  Equivalents.  I  have  supplied  evidence  to  the 
International  Trade  Commission  during  their  injury  determination 
investigation  emd  to  the  US  Trade  Representative  Office  during  a 
dispute  settlement  panel  investigation  of  Canadian  pricing 
practices  on  durvun  exports  to  the  US.  I  twice  opposed  accelerated 
tariff  reduction  before  the  US  Trade  Representative.  I  testified 
for  open  negotiation  and  against  fast  track  negotiation  of  the 
North  American  Free  Trade  Agreement.   (See  attachments  1-6) . 

Time  and  time  again  flaws  of  the  US/Canadian  Free  Trade 
Agreement,  as  well  as  the  consequences  of  these  flaws,  were  brought 
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to  light  at  these  hearings  and  requests  for  comments  by  myself  and 
many  others. 

Despite  these  alerts,  corrections  have  not  been  made  and 
problems  that  were  predicted  have  indeed  come  to  pass.  Worse, 
these  mistakes  have  been  duplicated  and  incorporated  in  the 
proposed  North  American  Free  Trade  Agreement. 

What  has  been  the  result  of  this  neglect?  Durum  imports  from 
Canada  have  skyrocketed  from  virtually  nothing  in  1988  to  one 
quarter  of  our  domestic  consumption.  Imports  increased  88%  between 
1989/1990  and  1991/1992.  In  the  Pembina  Customs  District,  imports 
from  Canada  went  from  13  metric  tons  worth  $3,109  in  1990  to  91,315 
metric  tons  worth  $12,561,317  in  1992.  Our  farmers  have  suffered 
because  of  this  displacement  in  our  own  domestic  market. 

We  try  very  hard  to  export  durum.  We  devote  a  lot  of 
resources  to  EEP.  Since  1989/1990  we  have  increased  EEP  bonuses 
for  durum  by  over  300%,  but  our  export  sales  have  remained  flat. 
Worse  yet,  for  every  five  bushels  we  export,  we  import  two  bushels 
from  Canada. 

Why  have  we  seen  this  sharp  increase  in  Canadian  imports?  And 
why  is  the  federal  government  seemingly  unable  or  unwilling  to  help 
us? 

I  would  submit  that  the  defects  in  the  Canadian  Free  Trade 
Agreement  are  the  result  of  the  fast  track  process.  Negotiations 
were  held  in  secret.  Hearings  before  the  public  to  obtain  feedback 
were  not  held.   The  agreement  was  negotiated  by  persons  who  were 
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either  ignorant  of,  or  didn't  care  about,  the  impact  on  Northern 
Tier  states. 

When  the  CFTA  was  finally  released  and  people  had  a  chance  to 
review  it,  problems  were  swept  under  the  rug  by  vague  promises 
about  how  concerns  would  be  addressed  at  some  future  time. 

When  we  voiced  alarm  that  Canadian  farmers  would  have  the 

benefit  of  about  66  cents/bushel  on  grain  going  to  the  East  Coast 

ports,  we  were  fobbed  off  with  a  section  in  the  FTA  Implementing 

Act  that  the  President  would  negotiate  to  end  use  of  the  subsidy  on 

grain  exported  in  the  U.S.: 

As  an  exercise  of  the  foreign  relations  powers  of  the 
President  under  the  Constitution,  the  President  will  enter 
into  immediate  consultations  with  the  Government  of  Canada  to 
obtain  the  exclusion  from  the  transport  rates  established 
under  Canada's  Western  Grain  Transportation  Act  of 
agricultural  goods  that  originate  in  Canada  and  are  shipped 
via  east  coast  ports  for  consumption  in  the  United  States. 
Free  Trade  Agreement  Implementation  Act,  Section  304(a)(2). 

To  my  knowledge,  no  such  negotiations  have  taken  place,  or 
else  the  results  of  these  negotiations  were  unpublicized  and 
unsuccessful . 

Similarly,  concerns  that  the  lack  of  price  transparency  by  the 

Canadian  Wheat  Board  would  allow  discriminatory  pricing,  dxomping  or 

sales  at  below  acquisition  price  were  fobbed  off  by  statements  in 

the   Administrations'   Statement   of   Administrative   Action   to 

Congress,  as  required  by  Section  102  of  the  Trade  Act  of  1974: 

In  connection  with  paragraph  three  of  Article  701,  the 
application  of  the  term  "acquisition  price"  in  that  paragraph 
to  sales  by  public  entities  such  as  the  Canadian  Wheat  Board 
(CWB)  is  not  specifically  delineated,  although  such  sales  are 
covered  by  that  paragraph.  Of  particular  concern  is 
determining  the  "acquisition  price"  of  wheat  in  the  context  of 
the  initial  payment  and  final  payment  system  used  by  the  CWB. 
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Any  manipulation  of  the  pricing  system  by  the  CWB  would  be 
subject  to  review  by  the  United  States  to  ensure  that  Canada's 
obligations  under  paragraph  three  to  Article  701  were  not 
being  circumvented. 

In  order  to  implement  Article  701(3),  the  United  States  also 
intends  to  pursue  consultations  with  Canada  regarding  the 
price  setting  policy  of  the  CWB  as  it  affects  goods  exported 
to  the  United  States.  These  consultations  will  be  directed 
toward  establishing  a  method  to  determine  the  price  at  which 
the  CVfB  is  selling  agricultural  goods  to  the  United  States  and 
the  CWB's  acquisition  price  for  those  goods.  The  ideal  method 
would  be  a  public  price  setting  mechanism  transparent  to  the 
U.S.  Government,  producers  and  processors. 

The  United  States  will  review  individual  sales  for  export  to 
the  United  States  of  agricultural  commodities  by  the  Canadian 
government  and  public  entities,  including  necessary  price, 
quantity,  and  quality  information,  to  ensure  compliance  with 
Article  701(3).  To  assist  in  this  review,  the  United  States 
Customs  Service  will  provide  information  in  its  possession  as 
necessary.   Statement  of  Administrative  Action,  pages  32-33. 

Despite  these  committments,  there  still  is  no  way  to  determine 
prices  actually  charged  by  the  Canadian  Wheat  Board. 

Another  problem  that  surfaced  was  use  of  remedies.  We  were 
assured  that  even  if  problems  surfaced,  they  could  be  effectively 
addressed  by  the  remedies  provided  in  the  CFTA.  This  has  not 
turned  out  to  be  true.  The  use  of  remedies  depends  on  the  initial 
drafting.  Thus,  we  are  left  with  the  absurd  result  that  only  the 
initial  payment  of  the  Canadian  Wheat  Board  counts  in  terms  of 
computing  the  acquisition  price,  that  transportation  subsidies  used 
to  take  wheat  to  export  markets  are  "domestic  subsidies",  that  we 
were  barred  from  exporting  wheat  to  Canada  when  our  "producer 
subsidy  equivalents"  were  higher  than  Canada's,  but  Canada  may 
freely  export  to  the  U.S.  even  if  its  "producer  subsidy 
equivalents"  are  now  higher  than  ours. 
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There  is  an  old  saying,  "People  who  fail  to  learn  history  are 
condemned  to  repeat  it".  With  the  negotiation  of  NAFTA,  we  have 
forgotten  the  lessons  of  the  CFTA.  Like  CFTA,  NAFTA  was  negotiated 
in  secret,  without  the  benefit  of  public  hearings,  by  persons 
unfamiliar  or  uncaring  about  its  effects  on  rural  people  and 
subject  to  Fast  Track.  The  remedies  sections  of  NAFTA  contain  the 
same  flaws  (such  as  total  secrecy  of  the  hearing  process)  as  the 
CFTA.  I  tried,  for  example,  to  get  a  copy  of  the  briefs  submitted 
by  USTR  on  the  duzTim  panel  dispute  but  was  told  that  they  are 
confidential.   The  same  will  happen  under  NAFTA. 

In  summary,  I  would  offer  the  following  suggestions: 

♦Require  end-user  certificates  on  Canadian  grain  going  to 
the  U.S.,  just  as  Canada  requires  on  our  grain.  It  is  ridiculous 
to  spend  scarce  dollars  to  help  to  export  grain  that  is  not  even 

U.S.  origin. 

♦Keep  Section  22  to  protect  our  domestic  markets. 

♦Keep  our  countervailing  duty  and  anti-dumping  laws;  I 
believe  that  we  will  need  them. 

♦Defeat  NAFTA.  It  is  a  bad  agreement.  One  of  the  many 
defects  of  NAFTA  is  that  it  fails  to  correct  the  defects  of  the 
CFTA  as  to  durvun  and  other  farm  commodities.  But  that  is  only  one 
of  many,  many  reasons  for  defeating  NAFTA.  (I  have  attached  my 
position  paper  on  NAFTA  as  Exhibit  7.) 

NAFTA  is  a  bad  agreement  because  it  does  not  benefit 
production  agriculture  except  to  very  trivial  degrees,  if  at  all. 
Tiny  benefits  — for  example,  0.5%  to  4%  benefits  after  10  to  15 
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years  are  anticipated  for  most  North  Dakota  crops.  It  would 
dreadfully  injure  our  sugar  industry.  Many  new  tariffs  will  be 
added.  Our  existing  market  in  Mexico  for  some  crops  (such  as  beans 
and  barley)  will  be  reduced  sharply.  Our  truckers,  chemical 
service  industry  and  manufacturing  workers  would  be  subject  to 
unfair  competition.  For  example,  under  CFTA  and  NAFTA  Canada  keeps 
our  truckers  out,  while  we  let  their  truckers  in.  We  risk  disease 
problems,  such  as  bovine  tuberculosis,  if  we  let  Mexico  enter  into 
NAFTA  without  appropriate  animal  health  standards  and  practices. 
Our  farmers  will  face  an  uneven  playing  field  in  pesticide  use  and 
enforcement . 

The  dispute  resolution  process  is  seriously  flawed.  Numerous 
good  state  laws  and  programs  are  at  risk  of  preemption  by  NAFTA 
secret  dispute  panels.  Our  state's  ability  to  foster  economic 
development  and  quality  of  life  is  in  jeapardy  by  bad  language  in 
NAFTA  that  gives  panels  of  trade  lawyers  the  authority  to  overrule 
state  laws  in  areas  that  we  have  customarily  acted. 

In  recent  weeks  and  months  there  has  been  intense  pressure  on 
the  administration  and  Congress  to  allow  use  of  EEP  in  Mexico  to 
counteract  Canadian  selling  practices.  I  would  submit  that  there 
is  something  drastically  wrong  with  the  structure  of  a  supposed 
trade  alliance  and  trading  block  that  necessitates  use  of 
retaliatory  export  subsidies  against  fellow  members  of  the  trading 
block.  Can  you  imagine  the  Common  Market  tolerating  export 
subsidies  within  the  market? 
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Many  people  would  say,  "If  we  don't  sign  on  to  this  version  of 
NAFTA,  the  boat  will  leave  the  dock."  I  say,  "That  boat  is  the 
Titanic!   Let  it  go!" 

It  is  because  I  care  so  deeply  about  expanded  trade  and  North 
Dakota's  future  as  a  vibrant  participant  in  global  trade  that  I  so 
strongly  want  to  see  this  version  of  NAFTA  defeated.  We  should 
treat  this  version  as  a  first  draft  and  renegotiate  a  new  and 
better  NAFTA  agreement. 

Thank  you  for  the  opportunity  to  testify.  I'd  be  pleased  to 
answer  any  questions. 

(Attachments  are  held  in  the  committee  files.) 
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statement  of  William  W.  Wilson 


I .  I n t roduc t 1 on 

My  neune  is  William  W.  Wilson  and  am  a  professor  of 
agricultural  economics  at  North  Dakota  State  University.   I 
received  my  Ph.D  in  Agricultural  Economics  in  1980  from  the 
University  of  Manitoba.  My  responsibilities  at  NDSU  are  to 
conduct  research  and  teach  in  the  arec.£  of  commodity  trading  and 
marketing,  with  a  particular  emphasis  on  international 
competition  in  grains  and  products .   I  have  consulted  with  many 
U.S.  and  international  firms  and  associations,  as  well  as  the 
U.S.  Office  of  Technology  Assessment  about  the  international 
grain  trade  and  intercountry  competition.   I  am  a  past  member  of 
Federal  Grain  Inspection  Service  Advisory  Committee,  and  a 
current  Board  member  of  the  Minneapolis  Grain  Exchange.   In  these 
capacities,  I  have  become  conversant  with  many  of  the  issues 
related  to  U.S. /Canadian  competition  and  have  made  more  than  18 
speeches  to  commodity  organizations,  firms,  associations,  and 
farm  groups  on  topics  related  to  the  subject  matter  of  this 
hearing. 

II.  Factors  Contributing  to  the  Recent  Escalation  of  Durum 
Imports 

Many  factors  have  contributed  to  the  rise  in  imports  of 
durum  and  hard  red  spring  (HRS)  wheat  and  barley  during  the  past 
five  years.   I  will  briefly  describe  four  interdependent  causes 
beginning  with  the  least  important. 

1.   Changes  in  Relative  Levels  of  Production 

In  recent  years,  durum  production  in  North  Dakota  has 
decreased  sharply,  and  the  geographical  distribution  in  the  state 
has  shifted.   This  is  attributed  to  the  combined  influence  of 
relative  yields  and  prices. 

In  North  Dakota,  HRS  yields  have  grown  relative  to  that  of 
durum,  mostly  in  some  traditional  growing  regions,  i.e.. 
Northeastern  North  Dakota  (Figure  1).*  The  implication  is  that 
higher  relative  prices  are  required  to  induce  the  Scune  level  of 
durum  production  as  yield  differentials  change.   Premiums  for 
durum  wheat  have  decreased  substantially,  beginning  with  the  1989 
marketing  season  (Figure  2).   Since  1989,  durum  prices  have 
decreased  consistently  relative  to  HRS  prices. 

The  combined  effect  has  been  a  shift  from  durum  to  HRS 
production.   In  the  Northeast  Crop  Reporting  District  (CRD),  the 
percentage  of  total  area  planted  to  durum  has  decreased  from 
about  30  or  35%  in  the  early  1980s  to  less  than  20%  in  1992. 
Similar  shifts  have  occurred  in  other  producing  regions  (Figure 
3).   In  the  Northwest  CRD,  the  principal  growing  region,  durum 


*A11  figures  are  contained  at  the  end  of  the  text. 
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production  has  decreased  less,  from  about  60%  of  the  area  planted 
to  50%  (Figure  4) . 

These  shifts  have  several  implications.   First,  the  only 
region  in  which  the  yield  differentials  exceed  the  price 
differentials  sufficiently  to  sustain  durum  plantings  is  in  the 
Northwest  CRD  of  North  Dakota.   Thus,  if  relative  prices  continue 
at  recent  levels,  production  is  expected  to  continue  its  decline 
and  rarely  exist  outside  of  that  CRD.   Already  durum  production 
has  fallen  below  domestic  consumption  after  adjustments  are  made 
for  expected  quality  deficiencies  thereby  necessitating  imports. 

Similar  shifts  have  not  been  observed  in  Canada.   Yields  of  ^■ 

Canadian  western  red  spring  (CWRS)  in  Canada's  primary  growing^  w  •. 

region  have  increased  substantially  compared  to  yields  of  HRS  in  V-.  * 

North  Dakota  growing  regions.   As  a  result,  Canadian  durum  area  V~ 
had  increased  until  1992. 

2.    Canadian  Advantages  in  Deferred  Transactions 

The  Canadian  marketing  system  has  an  apparent  advantage  over 
the  U.S.  marketing  system  in  consummating  distant  deferred 
transactions.    This  subtle  point  is  often  overlooked,  but  does 
illustrates  an  important  differences  in  the  two  marketing 
systems. 

Important  features  of  the  Canadian  marketing  system  enhance 
its  ability  to  sell  in  distant  deferred  delivery  periods.   These 
include  the  combined  effects  of  the  price  pooling  system  and  a 
single-seller  agency,  who  is  also  the  sole  buyer  of  durum  from 
Canadian  farmers.   This  is  important  because  the  Canadian  Wheat 
Board  (CWB)  is  not  subject  to  the  seune  competitive  bidding 
processes  that  U.S.  firms  must  confront  on  both  the  buying  and 
selling  sides  of  transactions.   Because  of  the  way  the  U.S. 
marketing  system  operates,  durum  growers  and  merchandisers  in  the 
United  States  tend  to  be  more  focused  on  near-term  transactions. 
Also,  the  Export  Enhancement  Program  (EEP)  generally  has  been 
more  focused  on  nearby  transactions. 

With  consolidation  of  the  U.S.  pasta  industry,  buyers  have 
become  more  concerned  with  securing  supplies  and  prices  for  a 
longer  time.   Because  of  these  differences  in  the  marketing 
systems,  U.S.  suppliers  have  become  more  disadvantaged  than  have 
Canadian  suppliers. 
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3.    European  Conununity  Policies  Regarding  Durum 

The  principal  underlying  cause  of  many  of  the  North  American 
durum  sector's  problems  can  be  attributed  to  developments  in  the 
European  Community  (EC)  and,  in  particular,  France  in  particular. 
These  developments  cannot  be  divorced  from  the  North  American 
problem  and  must  be  carefully  considered. 

France  has  traditionally  produced  soft  wheat  and  imported 
higher  protein  wheats  and  durum  from  the  United  States  and 
Canada.   Soft  wheat  yields  in  France  are  substantially  greater 
than  durum  yields  (Figure  5).   Of  particular  importance  is  that 
the  yield  disadvantage  for  durum  in  France  is  greater  than  that 
in  North  Dakota.' 

To  induce  durum  production  in  these  marginal  regions,  the  EC 
introduced  special  subsidies  for  durum  production.  A  "Durum  area 
subsidy"  for  selected  regions  of  the  EC — including  France,  is 
used.   This  has  traditionally  been  for  "peasant"  types  of  farms 
as  an  additional  social  payment  that  reflected  the  farm 
structure.   However,  more  types  of  farms  have  been  included  and 
the  value  of  the  subsidy  has  increased  (Figure  6).   Values  in 
1992  were  the  equivalent  of  about  $88/acre. 

The  impact  of  this  subsidy  regime  has  increased  acres  in 
production,  including  nontraditional  areas  in  the  Paris  Basin. 
The  area  planted  to  durum  expanded  from  about  2%  to  about  8%  of 
the  land,  including  highly  productive  farming  structures  (Figure 
7 ) .  This  expanded  production  has  increased  exports  into 
traditional  North  American  markets,  particularly  North  Africa, 
and,  no  doubt,  the  CIS  countries,  and  offers  regularly  are  made 
in  some  South  American  countries.  The  level  of  stocks  has 
increased  and  exceeds  U.S.  production. 

Changes  are  occurring  in  EC  policies.  A  15%  set-aside  was 
implemented,  and  intervention  prices  will  be  decreased  by  35% 
over  three  years.   By  1994,  the  intervention  price  for  soft  wheat 
will  fall  to  90  ECU/mt  and  that  for  durum  to  about  121.  These 
translate  to  U.S.  dollar  values  of  $3.01  and  $4.05/bu  for  soft 
wheat  and  durum,  respectively,  after  the  full  cut  in  intervention 
prices  is  translated.   Under  this  scheme,  durum  will  retain  a  35% 
premium  relative  to  soft  %rtieat  and  undoubtedly  will  not  curb  the 
expansion  of  durum  production  in  France. 

The  durum  area  subsidy  is  unresolved  under  CAP  reform. 
There  was  pressure  to  expand  area  coverage,  but  opposing  this  is 


'The  durum  to  soft  vrheat  yield  ratio  in  France  is  about  .70. 
The  durum  to  ERS   yield  ratio  in  North  America  is  about  .90. 
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the  budgetary  cost  of  diBposing  growing  surpluses.'   Although, 
resolution  of  this  policy  is  not  clear,  it  is  crucial  for 
developments  in  North  American  durum.   If  it  is  not  reduced 
substantially,  then  we  should  expect  continued  expansion  of  durum 
in  nontraditional  regions  in  France  (and  elsewhere),  growing 
surpluses  going  under  intervention,  continued  subsidies  to 
dispose  of  this  in  potentially  non-traditional  EC  markets,  and 
further  depression  of  durum  premiums  in  North  America  relative  to 
competing  crops.   Of  course,  if  it  is  changed  or  eliminated,  then 
the  opposite  would  occur.   Durum,  in  particular,  would  return  to 
its  traditional  price  relationship  with  respect  to  HRS  and  CWRS, 
and  plantings  of  this  crop  would  reverse. 

The  importance  of  these  developments  is  critical  to 
understanding  current  problems  in  the  North  American  dur\im 
sector.   The  logic  of  these  effects  is  as  follows:   1)  expanded 
durum  production  in  the  EC,  particularly  France,  results  in 
increasingly  large  restitutions  to  dispose  of  their  growing 
surpluses;   2)  pressure  develops  in  the  United  States  via  EEP  to 
retain  market  shares;  3)  U.S.  domestic  prices  become  distorted 
from  the  international  market;  and  4)  pressure  emerges  for  the 
U.S.  to  import  durum  from  Canada. 

4.    Impacts  of  Logistical  Cost  Differences  and  EEP  on  Durxim 
Imports 

One  reason  for  the  recent  expansion  of  durum  imports  into 
the  United  States  is  the  distorted  prices  in  the  United  States 
relative  to  the  rest  of  the  world  and  Canada.   These  are 
illustrated  in  Figures  8  and  9. 

Figure  8  shows  the  spatial  price  relationships  for  North 
American  durum  in  the  Fall  of  1992.   Prices  in  the  two  countries 
differ  substantially  at  various  points  in  the  marketing  system. 
This  is  primarily  because  of  the  more  efficient  grain  handling 
and  transport  system  in  the  United  States  and  the  administration 
of  transport  subsidies  in  Canada.   This  figure  illustrates  that 
U.S.  durum  imports  is  due,  in  part,  to  fundamental  logistical  and 
price  relationships — primarily  the  efficiency  of  the  U.S.  market 
system.   The  transport  subsidy  mechanism  in  Canada  results  in  the 
greatest  spread  at  Thunder  Bay  rather  than  at  the  farm  level. 
The  application  of  the  WGTA  subsidy  in  Canada  fundamentally 
forces  durum  flows  to  the  principal  export  points  in  Canada, 
Thunder  Bay,  and  Vancouver.   Removing  that  subsidy  regime  would 
necessarily  increase  price  differentials  across  the  Prairies  and 
provide  incentives  for  flows  across  the  border. 


'Apparently  these  have  been  reduced  in  the  most  recent  crop 
year  resulting  in  a  large  reduction  in  production. 
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Th«  Intacta  of  the  EEP  are  Illustrated  In  Figure  9.  EBP 
reduces  prices  In  Canada  relative  to  all  points  In  the  United 
States,  Including  country  points  In  North  Dakota.  As  the 
proportion  of  EBP  Increases  and/or  as  bonus  values  Increase,  the 
Incentive  to  move  durum  Into  the  United  States  Increases. 

The  combined  Influences  of  logistical  cost  differentials, 
the  WGTA  subsidy  mechanism,  and  the  EEP  widen  price  differentials 
between  the  two  countries.   As  these  differentials  widen, 
pressure  and  incentives  for  sales  from  Canada  into  the  United 
States  increases.  These  pressures  emerge  from  numerous  areas 
including  individual  Canadian  farmers,   Canadian  accredited 
exporters,  and  U.  S.  millers,  and  are  all  exerted  on  the  Canadian 
Wheat  Board. 

However,   the  Canadian  Wheat  Board  likely  tries  to  restrict 
sales  into  the  United  States  through  the  issuance  of  export 
licenses.  The  purpose  of  limiting  sales  into  the  United  States 
would  be  to  support  North  American  prices  and  net  revenue  from 
sales  to  third  countries  which  are  not  EEP  recipients. 
Basically,  the  CWB  develops  its  offer  prices  based  on  comparaible 
U.S.  export  values.  When  more  Canadian  grain  is  sold  into  the 
United  States  markets,  U.S.  prices  become  depressed,  and  the 
CWB's  returns  from  sales  to  offshore  markets  are  reduced. 

This  latter  point  is  allegedly  the  principal  reason  for  the 
CWB's  having  restricted  barley  sales  into  the  United  States, 
despite  apparently  wide  price  differentials.   This  was  a 
contributing  factor  to  the  political  pressures  leading  to  the 
recent  announcement  of  liberalization  of  Canadian  barley 
marketing  for  sales  in  North  America. 

This  section  illustrates  a  number  of  important  points. 
First,  increasing  EEP  bonuses  and/or  the  proportion  of  sales  made 
under  EEP  widens  the  price  spread  between  the  United  States, 
world,  and  Canadian  prices.   This  results  in  incentives  to  sell 
(buy)  into  the  United  States  (from  Canada  for  liiq>ort  into  the 
United  States).   Second,  higher  loan  values  or  any  policy 
creating  a  wedge  bet%feen  U.S.  domestic  and  world  prices  would 
have  the  same  Impact.  Third,  eliminating  the  CWB  functions  in 
these  transactions  would  likely  remove  their  ability  to  restrict 
exports  to  tho  United  States  using  licenses.   Consequently,  these 
price  differentials  vrould  be  eliminated,  and  U.S.  and  North 
American  market  values  «rould  quickly  fall  to  world  levels. 
Fourth,  eliminating  the  WGTA  subsidy  as  currently  administered 
would  result  in  greater  Incentives  to  Import  durum  at  Prairie 
points  via  trucks  rather  than  primarily  through  the  Great  Lakes. 

Eliminating  CWB  functions  and  the  WGTA  subsidy  will  become 
vivid  in  the  next  12  months  as  the  Continental  Barley  market 
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takes  shape.   Beginning  this  August  1,  the  CWB  no  longer  will 
have  an  export  or  purchasing  monopoly  for  sales  into  the  United 
States.   An  estimated  900,000  mt  additional  sales  of  Canadian 
barley  could  be  made  into  the  United  States  because  of  this 
change.*  Second,  the  subsidy  on  rail  shipments  will  begin 
shifting  to  direct  payments  to  growers.   Thus,  two  apparent 
irritants  are  in  the  process  of  being  eliminated  in  the  case  of 
barley  and  one  in  the  case  of  wheat. 

ZZZ.  Resolution  of  the  Problem  Within  the  Canada/United  States 
Free  Trade  Agreement  (CUSPTA) 

Given  the  causes  of  the  problem,  how  to  solve  the  problem 
within  the  context  of  the  CUSFTA  is  not  clear. 

End-use  certificates   Implementing  an  end-use  requirement 
would  increase  paper  work  for  merchandisers  and  importers. 
However,  there  is  no  reason  these  would  reduce  Canadian 
imports,  which  will  continue  to  respond  to  economic 
pressures.   If  anything,  they  would  have  value  only  as  a 
vehicle  to  induce  eliminating  end-use  certificates  for  sales 
into  Canada. 

Duties  and  quotas  Conceptually,  imposing  duties  or 
quantitative  restrictions  on  imported  durum  could  reduce 
imports.   The  extent  of  their  ability  to  curb  imports  would 
depend  on  the  evolution  of  changes  in  EEP  bonuses  relative 
to  transport  cost  differentials.   However,  my  understanding 
is  that  these  would  violate  the  CUSFTA  and  its  intent. 

Targeting  the  CWB  and  Transportation  Subsidies  Given  the 
causes  of  the  problem,  these  would  likely  be 
counterproductive.   To  the  extent  that  the  CWB  restricts 
sales  into  the  United  States  via  its  export  licensing 
authority  and  for  strategic  reasons,  its  elimination  would 
remove  that  restraint  and  increase  imports.   Second,  as  the 
WGTA  subsidy  is  shifted  to  direct  payments  to  producers,  a 
process  already  in  place  that  will  be  accelerated  and 
completed  in  the  next  4  years,  the  export  transhipment 
points  of  Thunder  Bay  and  Vancouver  will  become  less 
attractive;  and  greater  incentives  will  exist  for  cross- 
border  sales  on  the  Prairies. 


*See  specifically,  C.  Carter,  An  Economic  Analysis  of  a  Single 
north  American  Barley  Market  submitted  to  the  Associate  Deputy 
Minister,  Grains  and  Oilseeds  Branch,  Agriculture  Canada,  March 
1993,  Ottawa. 
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XV.   Us*  of  EBP  Against  Canada 

Two  Important  points  should  be  considered  in  deciding 
whether  to  use  EEP  against  Canada  or  customers  for  whom  Canada 
has  important  and  growing  market  shares. 

First,  given  that  one  of  the  contributing  factors  to 
increased  Canadian  iii^x>rts  into  the  United  States  has  been  the 
EEP  program  described  under  II. 4,  additional  EEP  targeted  at 
Canadian  customers  likely  would  exacerbate  that  problem.   In 
particular,  the  differential  between  United  States,  domestic, 
world,  and  Canadian  prices  would  widen;  incentives  to  import 
Canadian  durum  %fould  increase;  and  pressures  on  the  CWB  to  expand 
sales  into  the  United  States  would  increase.  This  is  a  critical 
point  which  should  be  assessed  on  every  EEP  transaction. 

Second,  U.S.  c<»niiodity  groups,  policymakers,  and  EEP  program 
administrators  must  assess  the  longer-term  strategic  importance 
of  their  customers  in  making  (or  trying  to  influence)  EEP 
decisions.  There  is  an  iit^>ortant  tradeoff:  an  increase  in  EEP 
may  increase  sales  in  the  targeted  country,  possibly  only 
ten^>orarily.'  However,  it  would  also  induce  inserts  of  Canadian 
durum  by  U.S.  customers  and  in  the  process  longer  term  market 
channels  and  mechanisms  would  be  created  to  facilitate  sales  into 
the  United  States.  The  quantitative  dimensions  of  this  trade- 
off* are  not  clear  but  should  be  analyzed  carefully  as  these 
decisions  are  made. 

V.   Incompatibility  of  Grain  Marketing  Systems  and  Policies 

After  studying  this  problem  carefully  and  trying  to 
understand  the  many  contributing  factors,  I  have  concluded  that 
the  principal  cause  of  the  problem  is  attributable  to  the 
inconsistency  of  U.S.  and  Canadian  policy  mechanisms  and  their 
incompatibility  with  the  freer  trade  regime  that  CUSFTA  imposes. 
Imports  of  Canadian  durum  are  not  the  only  problems.  Others 
grains  are  affected  similarly  and  many  market  functions  in  the 
United  States  (e.g.,  futures,  exchanges,  operation  of  export 
progreuns)  are  disturbed. 


*This  is  even  questionable.  Recent  work  of  ours  (W.  Wilson 
and  S.  Yang,  Impacts  of  Wheat  Export  Strategies  on  market  Shares. 
Department  of  Agricultural  Economics,  North  Dakota  State 
University,  f orthccMiing )  suggest  that  though  in  early  years  of  EEP 
it  had  the  impact  of  reducing  Canadian  market  shares  in  particular 
countries,  this  intact  has  been  negligible  and  statistically  not 
significant  in  more  recent  years. 

*We  are  in  the  process  of  studying  this  in  the  case  of  barley. 
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Many  of  the  proposed  solutions  should  be  viewed  as  shorter 
term.   Longer  term  solutions  to  these  problems  must  focus  on 
efforts  to  try  to  harmonize  and  coordinate  the  two  systems,  or 
else  these  trade  skirmishes  will  continue  and  expand.   Certainly, 
the  experience  of  formulating  the  European  Community  as  a  trading 
block  resulted  in  immediate  efforts  to  create  coordinated 
agricultural  policies  in  the  participating  countries.   When 
formulating  new  farm  policies  and  implementing  existing  policies, 
an  ultimate  objective  of  increased  coordination  must  be  pursued. 
Further  research  is  required  prior  to  making  specific 
recommendations.   However,  it  should  be  clear  that  this  in  no  way 
suggests  the  U.S.  should  adopt  a  single  seller  agency  system; 
rather,  coordination  of  income  and  marketing  policies  should  be  a 
goal  to  eliminate  these  distortions.   A  few  observations  are  made 
below  of  the  incompatibilities  of  our  systems. 

The  U.S.  marketing  system  is  based  upon  the  use  of  futures 
(or  other  relatively  transparent)  markets  for  price  discovery  and 
risk  management,  competitive  provision  of  marketing  functions, 
and  determination  of  costs .   The  combination  of  these  determines 
the  allocation  of  grains  eunong  competing  spatial  and  temporal 
demands  and  among  export  and  domestic  demands  and  imports  and 
provides  incentives/disincentives  for  quality.   This  otherwise 
competitive  marketing  system  is  intervened,  using  numerous  policy 
mechanisms  designed  to  impact  farmer  incomes.   These  include 
deficiency  payments,  loan  rates,  EEP,  and  set-aside  progreuns. 
Loan  rates  and  EEP  create  artificial  distortion  in  spatial  price 
differences  and  set-aside  programs  (ARP,  CRP)  are 
counterproductive  when  competitors  located  in  contiguous  regions 
do  not  pursue  similar  policies. 

The  Canadian  marketing  system  differs  drastically. 
Marketing  functions  are  highly  organized,  centralized,  regulated, 
and  controlled  through  numerous  government  agencies  and 
corporations.   Price  discovery  is  nonexistent  for  Board 
grains  and  is  not  necessary  due  to  the  use  of  price  pooling  that 
entails  initial  payments.   The  Canadian  government  guarantees 
initial  payments  which  are  relatively  rigid  throughout  a 
marketing  year.  Marketing  quotas  are  used  to  induce  or  restrict 
the  flow  of  grains  into  the  grain  marketing  system.   If 
restrictive  and/or  if  initial  payments  do  not  respond  to  changes 
in  U.S.  domestic  market  prices,  incentives  exist  for  farmers  to 
ship  directly  to  the  United  States.   The  principal  source  of  past 
income  support  for  producers  has  been  through  a  subsidy  program 
paid  directly  to  railroads  to  facilitate  artificially  low 
gathering  rates.   Set-aside  progreuns  or  any  effort  to  restrict 
supply  has  been  nonexistent  since  the  LIFT  (Lower  Inventory  for 
Tomorrow)  progreim  in  the  early  1970s. 

The  CWB  is  a  single-seller  export  agency,  which  has  a 
monopoly  on  purchases  from  producers.   As  a  single-seller  (and 
buyer)  agency,  the  CWB  has  a  number  of  advantages  relative  to 
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what  would  exist  in  a  competitive  system.   The  CWB  can  and  does 
target  customers  on  a  longer-term  basis  and  conducts  numerous 
market  development  programs  which  are  closely  coordinated  with 
their  sales  strategies. 

In  addition,  the  CWB  operates  with  less  transparency  than  it 
would  in  a  more  competitive  marketing  system  where  it  would  have 
to  simultaneously  bid  competitively  for  both  the  purchase  and 
sale  of  commodities.   This  is  commonly  referred  to  as  the  price 
transparency  problem,  and  is  particularly  true  in  the  less  liquid 
grain  commodities.   The  U.S.  market  system  is  highly  transparent 
in  most  commodities  because  of  open  public  market  mechanisms  for 
futures  and  some  cash  commodities,  competition  eunong  grain 
trading  firms,  information  technology,  price  reporting  services 
of  the  USDA,  and  public  release  of  all  information  from  EEP 
tenders  and  sales  made  under  other  public  progreuns.   The 
combination  of  these  results  in  a  relatively  high  degree  of 
certainty  about  the  value  of  underlying  commodities  and, 
therefore,  offer  prices  on  export  tenders. 

Price  transparency  and  lack  of  transparency  are  viewed  as 
attributes  of  different  national  marketing  systems.'  However, 
transparency  is  a  matter  of  degree:   a  market  system  is  "more 
transparent"  to  the  extent  that  it  reveals  more  information 
relevant  to  the  formulation  of  competitive  bids.   Single-seller 
agencies  (i.e.,  in  Canada  and  Australia)  reveal  few  details  of 
their  transactions.   In  the  U.S.  marketing  system,  many  terms  of 
trade  are  revealed,  and  sufficient  information  is  available 
(e.g.,  futures  prices,  basis  levels,  and  announced  EEP  subsidies) 
to  permit  refined  estimates  of  transaction  prices.   This 
information  asymmetry  constitutes  a  disadvantage  for  firms 
operating  in  a  more  transparent  competitive  environment. 

In  bidding  on  export  tenders,  this  means  that  competitors, 
including  the  CWB,  have  relatively  greater  information  about 
offers  from  U.S.  grain  companies  than  vice  versa.   This  is  in 
contrast  to  operations  of  the  CWB  and  other  single-seller 
agencies.   Due  to  operations  of  their  marketing  systems, 
particularly  lack  of  bidding  competition  in  purchasing  and  sales, 
information  eUsout  pricing  rarely  emerges  in  any  form  that 
competitors  could  use  to  formulate  bidding  strategies.   This 
results  in  an  asymmetry  in  information  which  competitors  use  to 
formulate  their  bidding  strategies.   Consequently,  competitors  of 
the  CWB,  including  individual  U.S.  export  firms  and 
administrators  of  EEP,  have  relatively  greater  uncertainty  about 


^A  highly  specific  interpretation  of  this  is  contained  in  T. 
Preszler,  W.  Wilson,  and  D.  Johnson,  Competitive  Bidding. 
Information  and  Exporter  Competition.  AE  92008,  Department  of 
Agricultural  Economics,  North  Dakota  State  University,  Fargo, 
August,  1992. 


197 


10 


the  value  of  CWB  offers.   This  is  referred  to  as  the  strategic 
role  of  information  in  competitive  bidding  and  results  in  an 
important  source  of  competitive  advantage  for  the  CWB  relative  to 
U.S.  counterparts. 


(Attachments  follow:) 
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STATEMENT  OF 

ALAN  BERGMAN.  PRESIDENT 

NORTH  DAKOTA  FARMERS  UNION 

Before  the 

US  HOUSE  OF  REPRESENTATIVES 

COMMITTEE  ON  AGRICULTURE 

SUBCOMMfTTEE  ON  GENERAL  FARM  COMMODITIES 

JUNE  12, 1993  -  MOORHEAD.  MINNESOTA 


Mr.  Chairman.  My  name  is  Alan  Bergman.  I  am  a  small  grains,  and  livestock 
producer,  operating  a  third  generation  family  farm  in  northwestern  La  Moure  County. 
North  Dakota.  I  am  serving  in  my  seventh  year  as  president  of  the  North  Dakota  Farmers 
Union. 

On  behalf  of  the  members  of  the  Farmers  Union  and  all  agricultural  producers,  I 
want  to  express  our  appreciation  to  you  and  the  subcommittee  members  for  this  hearing 
and  the  opportunity  to  focus  on  agricultural  trade  relationships. 

Farm  families  throughout  the  Northern  Plains  are  caught  in  the  crosscurrents  of 
a  continuing  international  agricultural  trade  war  that  is  devastating  family  farm 
producers  worldwide. 

For  over  a  decade  our  nation's  domestic  and  export  policies  in  the  agriculture 
have  been  geared  to  regain  market  share  and  volume,  with  little  regard  as  to  the  impact 
of  those  policies  upon  farm  income  or  the  family  farm  structure  of  American 
agriculture. 

These  trade  battles  for  market  share  have  and  placed  our  producers  on  a  never- 
ending  treadmill  of  trying  to  produce  greater  volumes  at  lower  prices  on  the  theoretical 
assumption  that  we  would  gain  comparative  advantage  in  the  world  marketplace. 

Unfortunately,  rather  than  meaningful  efforts  to  resolve  this  trade  war,  it  has 
been  escalating  at  every  tum.  It  can  be  compared  to  a  war  strategy  in  which  the  fiercest 
fighting  occurs  whenever  a  truce  is  being  seriously  negotiated  in  order  to  gain  the  high 
ground. 

But,  we  have  not  been  seeking  the  high  ground.  Our  trade  negotiations  have  sought 
to  institutionalize  the  ruinous  competition  that  would  price  all  agricultural  production 
at  the  dump  price  in  the  world  market. 

The  result  of  this  trade  war  has  been  the  loss  of  over  250,000  American  family 
farmers  and  an  export  market  share  that  has  become  predominantly  dependent  on  federal 
subsidies  through  the  export  enhancement  program. 

To  be  perfectly  blunt,  we  have  been  out  negotiated  time  after  time  and  the 
interests  of  agricultural  producers  have  been  traded  away  for  the  benefit  of  other 
economic  sectors.  We  also  have  to  admit  that  our  trade  officials  have  in  the  past 
purposefully  sought  to  rewrite  our  nation's  farm  laws  through  trade  negotiattons. 
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The  bilateral  Free  Trade  Agreement  between  the  United  States  and  Canada  serves 
as  an  example  of  the  mindset  that  this  nation  has  followed  in  trade  negotiations.  While 
this  agreement  t>etween  the  United  States  and  Canada  theoretically  was  to  create  free 
trade  between  our  two  nations,  the  reality  is  very  different. 

Essentially,  the  agreement  created  a  one-way  street  for  Canadian  grain  to  move 
unrestrained  into  the  United  States.  There  was  no  consideration  given  to  the  currency 
differences  between  our  two  countries,  nor  how  currency  differences  can  quickly  distort 
trading  arrangements. 

There  was  no  consideration  given  to  the  fact  that  Canada  has  a  marketplace  of  26 
million  people,  while  the  United  States  has  some  260  million  people.  There  was  no 
consideration  given  to  the  reality  that  Canada  must  export  80  per  cent  of  its  wheat  crop, 
and  that  we  would  be  their  closest  export  market. 

The  free  trade  agreement  with  Canada  did  not  create  a  level  playing  field  between 
grain  producers  of  our  two  nations.  The  agreement  negotiated  what  subsidies  would  be 
counted  as  subsidies  and  what  were  not.  For  example:  the  United  States  agreed  not  to 
include  eastbound  shipments  under  the  Western  Grain  Transportation  Act  in  Canada  as  a 
subsidy. 

This  provides  about  a  50  cent  per  bushel  subsidy  on  grain  moved  east  from  the 
prairie  provinces  onto  the  Great  Lakes,  where  it  can  be  moved  to  either  international 
markets  or  to  U.S.  markets,  such  as  the  large  millers  from  Ohio  to  New  York. 

The  agreement  figures  the  acquisition  cost  of  grain  as  the  initial  pool  price  paid 
to  Canadian  producers  by  the  Canadian  wheat  board.  It  totally  overlooks  the  final  payment 
paid  to  producers. 

We  are  not  saying  that  Canada  should  abolish  its  Westem  Grain  Transportation 
Act,  nor  that  Canadian   producers  shouldn't  get  their  final  pool  payment. 

We  are  saying  that  if  we  are  going  to  have  a  level  playing  field,  that  Canada  should 
not  be  able  to  export  its  grain  into  the  United  States  at  less  than  their  full  actual 
production  and  transportation  costs. 

From  the  very  beginning  we  pointed  to  these  and  other  concerns  as  being  unfair  to 
United  States  producers.  To  have  a  level  playing  field  we  should  offset  those  subsidies 
before  they  move  across  the  border,  and  displace  our  production  in  our  own  domestic 
marketplace. 

Since  the  Free  Trade  Agreement  with  Canada  went  into  effect,  the  United  States 
has  become  Canada's  fourth  largest  grain  customer.  This  simply  doesn't  make  sense  when 
you  consider  that  the  United  States  is  the  single  largest  exporter  of  grain  into  the  world 
market. 

We  have  t)ecome  Canada's  second  highest  priced  wheat  market  (behind  Japan) 
because  Canada  has  found  it  more  profitable  to  compete  within  our  domestic  market  than 
to  compete  with  us  in  the  international  market. 

According  to  Canadian  Grain  Commission  statistics.tota!  grain  imports  from 
Canada  by  the  United  States  were  up  38%  this  past  year.  Spring  wheat  (not  including 
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durum)  was  the  single  largest  grain  imported  from  Canada.  In  fact,  spring  wtieat  is 
moving  Into  the  United  States  at  about  twice  the  rate  as  durum  wheat. 

Wheat  imports  from  Canada  during  the  first  half  of  the  92-93  marketing  year 
already  exceeded  the  total  wheat  imported  during  the  entire  previous  marketing  year. 
(See  NDFU  chart  #  1) 

While  spring  wheat  has  been  the  largest  grain  import,  durum  has  received  the 
most  attention  because  it  is  a  specialty  commodity  with  a  distinct  market.  It  has  also  had 
the  most  dramatic  impact  upon  U.S.  markets  and  prices  pakj  to  our  producers. 

Durum  imports  have  grown  from  zero  in  the  mid-1980's  to  the  point  where  they 
now  are  a  very  significant  factor  in  our  domestic  market.(  See  NDFU  Chart   #  2) 
Imports  of  Canadian  durum  now  are  the  equivalent  of  between  one  fifth  and  one  fourth  of 
U.S.  domestk;  durum  usage. 

But  it  is  not  just  the  domestic  market,  where  these  imports  are  creating 
marketing  protrfems.  We  are  also  concerned  with  the  impacts  upon  our  export  markets. 

Traditionally,  the  United  States  has  been  exporting  45  to  50  per  cent  of  its 
durum  production.  (See  NDFU  Chart  #  3).  Since  durum  wheat  t>ecame  eligible   for  the 
export  enhancement  program  in  the  mid-1980's,  between  70  and  80  percent  of  the 
durum  that  is  exported  annually  has  been  exported  through  the  EEP  program. 

We  are  very  concerned  that  imported  Canadian  durum  will  find  its  way  into  our 
export  channels  and  be  directly  subsidized  by  the  EEP  program.  For  this  reason,  we  are 
supporting  legislation  to  require  end-use  certificates  for  grain  imports  to  ensure  that  it 
doesn't  move  through  our  export  programs.  We  urge  this  committee  to  give  end-use 
certificate  legislatk>n  a  speedy  hearing  and  a  favorable  recommendation. 

By  requiring  end-use  certificates,  it  would  also  be  clear  which  processors  and 
commodity  traders  are  using  imported  grains  and  whether  or  not  they  should  be  eligible 
for  using  EEP  sut>sidies.    End-use  certificates  would  provide  a  full  tracking  of  imports. 
As  part  of  the  end-use  certificate  system,  we  should  also  require  price  disclosure  of  the 
imported  commodity,  so  that  there  would  be  price  transparency  on  these  imports. 

While  requiring  end-use  certificates  would  be  a  positive  step,  we  must  recognize 
that  Canada  is  getting  a  back-door  subsidy  through  the  EEP  program  whether  or  not  any 
Canadian  durum  actually  is  transshipped  through  our  borders  under  EEP. 

The  EEP  program  creates  a  price  differential  between  our  domestic  and  export 
marketplace,  and  Canadian  durum  is  advantaging  itself  in  our  domestic  market  at  the 
higher  price.  Thus  the  EEP  program  makes  it  profitable  for  Canada  to  ship  grain  to  us. 

Since  imported  Canadian  grain  displaces  our  own  domestk:  producton,  we  have  to 
export  more  of  our  own  grain  and  use  more  EEP,  and  the  Canadians  get  a  free  ride  at  our 
expense. 

If  we  kx>k  at  the  trend  line  between  our  durum  exports  and  the  imports  from 
Canada,  our  durum  export  volume  is  on  a  downward  line,  while  Canadian  imports  have 
been  on  a  steadily  upward  line.  (See  NDFU  Chart  #  3) 
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The  result  of  Canadian  wheat  moving  into  our  domestic  U.S.  marketplace  is  that 
prices  to  our  producers  have  been  on  the  decline.  In  recent  years  the  premium  price  that 
durum  producers  used  to  receive  for  their  commodity  has  become  a  discount  in 
comparison  to  general  wheat  prices. 

Our  federal  farm  program  has  a  difficult  enough  time  of  maintaining  prices  and 
managing  supplies  for  our  own  producers. 

These  imports  are  undercutting  both  our  domestic  and  export  commodity 
programs.  We  do  have  authority  under  Section  22  of  our  permanent  farm  law  to  take 
action  to  counter  these  impacts  through  quotas  and/or  tariffs. 

We  should  also  consider  using  the  authority  under  Section  301  of  our  nation's 
trade  law  which  allows  our  government  to  take  action  against  countries  who  use  unfair 
trade  practices  in  their  trade  relationships  with  the  United  States. 

The  same  can  be  said  for  barley.  The  announcement  last  week  by  the  Canadian 
government  that  it  will  allow  barley  producers  in  the  Prairie  Provinces  to  sell  their 
barley  directly  into  the  United  Slates  will  put  our  barley  producers  in  the  same  fix  as 
our  wheat  producers. 

Prior  to  this  action  by  the  Canadian  government,  we  already  had  been  concerned 
that  Canadian  barley  imports  had  almost  doubled  in  the  last  three  years.  Imports  of 
Canadian  barley  into  the  United  States  grew  from  213,000  metric  tons  in  1988-89  to 
406,000  metric  tons   in   1991-92. 

We  are  concerned  that  our  local  marketing  channels,  especially  those  near  the 
boarder,  could  be  flooded  by  sales  of  Canadian  barley,  compounding  our  problems  at 
local  grain  handling,  transportation  and  storage. 

The  inevitable  result  of  this  action  will  be  the  lowering  of  prices  to  producers, 
and  reducing  the  premium  between  feed  and  malting  barley.  We  have  already  outlined 
these  concerns  in  letters  to  Secretary  of  Agriculture  Mike  Espy  and  U.S.  Trade 
Representative  Mickey  Kantor.  (See  attached  letters.) 

North  Dakota  is  the  nafion's  single  largest  producer  of  barley  and  produces  thirty 
percent  of  the  nation's  barley.  Barley  normally  contributes  almost  a  quarter  of  a  billion 
dollars  annually  to  the  state's  agricultural  economy.  Even  the  loss  of  a  dime  per  bushel 
would  cost  North  Dakota  producers  $14  million. 

We  are  disturbed  that  the  economic  study  used  by  the  Canadian  government  to 
justify  this  action  has  some  serious  flaws.  The  most  serious  flaw  is  the  assumption  that 
the  United  States,  which  is  the  largest  producer  and  exporter  of  feed  grains  in  the  world, 
has  significant  feed  deficit  areas  that  could  be  competitively  served  by  Canadian  barley 
imports. 

We  are  not  a  feed  deficit  nation.  Other  than  a  few  limited  niche  markets  along  the 
border,  the  only  way  Canadian  barley  could  be  competitive  in  U.S.  markets  is  if  that 
barley  were  heavily  discounted  in  price  or  otherwise  subsidized  by  Canada. 

It  should  be  noted  that  both  barley  and  barley  malt  are  eligible  for  the  export 
enhancement  program.  Again,  the  United  States  will  be  in  a  position  of  allowing  imports 
through  the  back  door  across  the  Canadian  border,  while  it  is  trying  to  increase  its 
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exports  through  the  front  door  through  EEP  and  other  export  efforts.  This  doesn't  make 
goixJ  economic  sense  nor  does  it  make  any  political  sense. 

These  issues  are  not  limited  to  grains.  In  terms  of  livestock,  Canadian  producers 
shipped  25  times  more  live  cattle  into  the  United  States  in  1990  than  we  shipped  north. 
In  1991,  Canadian  pork  producers  shipped  13  times  more  pork  into  the  United  States 
than  we  shipped  to  them. 

We  also  recently  learned  that  Australian  beef  was  circumventing  our  nation's 
import  laws  by  being  transshipped  through  Canada.  According  to  testimony  by  a  border 
meat  inspector,  it  is  very  likely  that  this  Australian  beef  was  the  source  of  the  illness 
and  deaths  on  the  West  Coast  in  the  Jack-ln-The  Box  scandal. 

If  this  is  the  new  economic  order  under  the  existing  free  trade  agreement  with 
Canada,  we  have  to  seriously  question  what  life  would  be  like  if  the  current  North 
American  Free  Trade  Agreement  (NAFTA)  is  approved. 

In  actu£tlity,  NAFTA  is  three  separate  agreements  regulating  trade  between  and 
among  the  United  States,  Canada  and  Mexico.  One  agreement  is  a  joint  agreement  among 
all  three  countries.  Another  is  a  bilateral  agreement  between  Mexico  and  the  United 
States.  The  third  is  another  bilateral  agreement  between  Canada  and  Mexico. 

These  NAFTA  agreements  do  not  create  level  playing  fields  among  agricultural 
commodities  or  producers,  nor  do  they  provide  for  an  adequate  system  of  dispute 
settlements. 

Throughout  the  period  of  negotiations  of  the  initial  NAFTA  accords,  we  had 
requested  corrective  action  to  resolve  the  agricultural  trade  problems  that  have  been 
created  for  Northern  Plains  producers  resulting  from  the  Free  Trade  Agreement  with 
Canada.  They  were  not  corrected. 

We  have  continued  to  press  for  the  agricultural  production  sector  to  have  the 
same  opportunity  as  environmental  and  labor  issues  in  the  negotiations  on  side 
agreements.  We  would  request  that  the  members  of  this  subcommittee  join  us  in  such  an 
effort. 

We  would  also  ask  you  to  oppose  the  extension  of  any  fast-track  procedure  for 
consideratton  of  either  the  NAFTA  or  the  GATT  agreements.  We  believe  that  Congress 
shouW  reserve  the  right  to  fully  review  these  agreements  and  if  necessary  to  amend 
them  as  may  be  appropriate.  Fast  track  does  not  altow  for  the  full  consideration  of  the 
issues  that  affect  agricultural  producers. 

As  it  stands  today,  we  have  no  choice  but  to  oppose  the  North  American  Free  Trade 
Agreement.  We  do  not  believe  that  the  current  agreement  provkles  for  a  fair  trading 
arrangement  among  the  three  countries.  We  believe  that  the  NAFTA  agreement  will  be 
especially  harmful  to  the  Northern  Plains  and  Midwest  and  our  agricultural  sector. 

We  believe  that  the  benefits  projected  by  the  U.S.  Department  of  Agriculture 
resulting  from  NAFTA  for  various  segments  of  U.S.  agriculture  are  based  on  inadequate 
studies  and  selective,  self-serving  economic  statistical  data. 

Rather  than  USDA  studies,  we  are  more  inclined  to  agree  with  an  overview  by  the 
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Congressional  Office  of  Technology  Assessment  that  NAFTA  would  not  automatically 
benefit  the  United  States,  and  that  it  could,  in  particular,  hurt  rural  economies. 

Because  of  our  experience  with  the  current  free  trade  agreement  with  Canada,  we 
are  more  inclined  to  believe  a  study  by  the  Federal  Reserve  Bank  of  Dallas,  which 
estimates  that  free  trade  would  result  in  a  loss  of  agricultural  income  of  20%  or  more 
for  states  such  as  North  Dakota. 

We  believe  the  benefits  of  the  NAFTA  agreement  to  the  agricultural  community 
have  been  grossly  exaggerated. 

For  example,  in  the  last  number  of  years,  U.S  agricultural  exports  to  Mexico 
have  ranged  in  the  neighborhood  of  two-thirds  to  80%  of  all  the  agricultural  goods 
imported  by  Mexico.  When  you  already  have  a  dominant  market  share  of  the  agricultural 
products  imported  by  Mexico,  there  isn't  a  whole  lot  of  room  for  additional  expansion. 

To  be  more  specific,  let's  take  a  look  at  wheat.  The  USDA  analysis  for  wheat 
indicates  that  at  the  end  of  the  ten-year  transition  period,  NAFTA  would  likely  add  about 
$30  million  annually  to  U.S.  wheat  industry  gross  revenues. 

If  wheat  producers  in  North  Dakota  were  able  to  capture  the  entire  additional 
wheat  market  in  Mexico  (which  is  an  impossible  probability)  it  would  mean  less  than  a 
4%  growth  in  North  Dakota's  gross  income  from  wheat. 

It  should  be  noted  that  the  USDA  study  acknowledges  that  NAFTA  would  further 
reduce  the  price  of  wheat  in  the  marketplace.  In  other  words,  we  would  again  be  growing 
more  grain  for  less  money. 

We  would  also  be  competing  against  Canada  for  the  wheat  market  in  Mexico.  It 
should  be  noted  that  during  this  past  marketing  year,  the  U.S.  share  of  Mexican  wheat 
imports  dropped  to  23%,  while  Canada  has  increased  its  share  to  76%. 

The  proponents  of  NAFTA  base  their  agricultural  benefits  mostly  on  the  growth  of 
sales  of  feed  grain  exports  to  Mexico,  primarily  corn  and  sorghum.  North  Dakota's 
primary  feed  grain  is  barley.  We  are  again  in  direct  competition  with  Canada  for  that 
market. 

We  are  also  concerned  with  the  impact  of  NAFTA  on  our  livestock  sector.  NAFTA 
would  exempt  Mexico  from  the  U.S.  Meat  Import  Law.  If  NAFTA  is  approved,  there  is  no 
question  that  that  the  livestock  feeding  and  processing  industry  will  be  moving  further 
south.  Under  NAFTA,  Mexico  is  expected  to  increase  their  production  of  feeder  calves  for 
export  to  the  United  States. 

Currently,  the  U.S.  imports  about  1  million  head  of  feeder  calves. Not  only  will 
our  cow-calf  operators  face  increased  competition  from  Mexico,  but  they  will  also  be 
facing  greater  distances  for  primary  markets.  Both  these  factors  will  tend  to  lower 
prices  to  our  beef  producers. 

Together  with  undercutting  our  nation's  Meat  Import  Law,  NAFTA  will  undercut 
Section  22  of  our  farm  law.  Section  22  allows  the  U.S.  to  establish  quotas  and 
countervailing  duties  when  imports  threaten  to  displace  domestic  production  covered  by 
our  farm  programs. 
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As  indicated  earlier  Section  22  could  be  used  to  stop  the  increased  wheat,  durum 
and  barley  imports  from  Canada,  which  are  undercutting  both  our  domestic  farni 
program  and  our  export  programs.  But,  so  far,  our  govemment  has  refused  to  use  this 
tool. 

Section  22  also  allows  us  to  maintain  a  domestic  sugar  industry  and  protect  it 
from  the  volatility  of  the  international  marketplace.  This  has  become  primarily  a  dump 
market  in  which  excess  sugar  is  consistently  sold  at  well  below  production  costs. 

If  the  proponents  of  NAFTA  were  being  fully  honest,  they  would  have  to  admit  that 
under  NAFTA,  Mexico  would  build  a  sugar  industry  while  we  would  be  forced  to  dismantle 
ours. 

NAFTA  also  includes  a  provision  to  allow  other  countries  to  join  NAFTA.  These 
other  countries  would  then  also  be  exempt  from  our  Meat  Import  Law  and  Section  22. 
This  woukj  be  especially  attractive  to  other  nations,  such  as  Australia  and  New  Zealand, 
which  are  large  agricultural  exporters. 

We  believe  that  closer  attention  must  be  given  to  studies  which  indicate  that  the 
primary  "winners*  in  NAFTA  would  be  multi-national  businesses,  including  the  agri- 
business giants  that  already  dominate  our  marketplaces.  Those  studies  also  indicate  that 
among  the  primary  'losers*  in  NAFTA  would  be  small  farmers  and  rural  communities 
on  both  sides  of  the  Mexican  border. 

In  the  meantime,  there  are  those  who  are  recommending  that  we  use  the  EEP 
program  for  grain  exports  to  Mexico  to  send  a  message  to  Canada.  We  believe  a  much 
more  effective  message  would  k>e  for  the  United  States  to  use  our  existing  Section  22 
authority  to  create  a  level  playing  field  for  wheat,  durum,  and  bariey  producers. 

If  we  are  honest,  we  would  recognize  that  the  export  enhancement  program  is  a 
short-term  attempt  to  postpone  a  continuing  long-term  problem.  The  problem  is  the 
escalating  international  pricing  war  in  grains,  while  producing  nations  continue  to 
increase  production  in  hopes  that  excess  supplies  can  be  dumped  into  an  already 
saturated  marketplace. 

While  the  EEP  program  may  provide  a  temporary  blip  in  mari<et  prices,  the 
inevitable  longer-term  result  is  to  force  competing  nations  to  lower  prices  and/or 
increase  subsidies.  The  result  is  lower  international  mari^et  prices,  further  reducing 
.net  farm  income  to  American  farmers. 

Rather  than  a  targeted  program  to  compete  with  unfair  export  subsidies,  EEP  has 
become  a  dumping  program  which  allows  consumer  natk)ns  to  purchase  grain  at  prices 
significantly  below  the  costs  of  production. 

Rather  than  escalating  the  trade  war,  the  United  States  should  change  its  strategy 
in  trade  negotiatk)ns.  Anti-dumping  provisions  in  GATT  should  be  strengthened  so  that  no 
nation  can  subsidize  exports  below  its  costs  of  production.  Exporting  nations  must  share 
in  production  adjustments  in  times  of  excess  supplies.  Both  exporting  and  importing 
nations  must  share  in  the  costs  of  grain  reserves. 

Instead  of  adding  fuel  to  the  fires  of  trade  wars,  the  United  States  should  be 
taking  the  leadership  to  stabilize  agricultural  productkin  and  pricing  here  at  home  and 
internationally. 


us 
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Food  production  is  inherently  different  from  other  economic  sectors.  We  believe 
there  is  more  to  be  gained  by  world  cooperation  in  food  than  through  unrestrained 
competition  which  forces  producers  to  accept  the  lowest  common  denominator. 

Unrestrained  competition  is  not  fair  trade  nor  is  it  free  trade.  Instead  it  is  the 
tilting  of  the  marketplace  to  serve  the  needs  of  commodity  buyers,  traders,  and 
processors  at  the  expense  of  producers. 

We  disagree  with  current  trade  policy  directions  both  in  NAFTA  and  in  GATT 
which  seek  to  eliminate  governmental  involvement  in  assisting  producers  to  achieve 
orderly  marketing  of  their  production  through  price  and  production  stabilization 
measures. 

Producers  throughout  the  world  have  established  cooperative  and  governmental 
infrastructures  to  allow  them  to  have  a  more  equal  footing  in  the  marketplace  with  the 
buyers  of  agricultural  commodities. 

The  same  cooperative  movement  that  led  to  the  organization  of  the  network  of 
farmer  cooperatives  in  the  United  States  also  led  to  the  formation  of  the  Canadian  grain 
co-ops  and  the  Canadian  Wheat  Board.  These  efforts  represent  the  work  of  farmers 
trying  to  achieve  greater  control  over  their  economic  destiny. 

The  future  of  the  Canadian  Wheat  Board  should  be  decided  by  producers  in  Canada  " 

and  not  through  trade  negotiations. 

3; 
We  believe  that  trade  negotiations  would  have  a  more  positive  impact  upon 
agriculture  if  they  would  recognize  the  right  of  sovereign  nations  to  develop  their  own 
food  policies  and  infrastructures.  2 

In  the  final  analysis,  our  fight  is  not  with  Canadian  producers,  nor  with  the 
farmers  of  Australia  or  Argentina.  Our  fight  is  for  equity  and  for  justice  for  food  ? 

producers,  whatever  their  nationality. 

Our  goal  is  not  to  bring  everybody  down  to  the  lowest  common  denominator.  Our 
goal  is  to  build  up  prosperous  rural  communities  and  rural  societies  throughout  this 
world. 

The  real  challenge  is  not  about  market  share.  The  real  challenge  is  to  produce  food 
for  a  hungry  world  and  to  share  that  food  with  those  who  need  it. 

As  family  farmers,  we  are  part  of  a  proud  profession  that  not  only  serves  as 
producers  of  food  and  fiber,  but  also  as  stewards  of  this  good  earth. 

As  such,  we  hold  the  future  of  the  world  in  our  hands.  And  it  is  time  that  the 
world  understands  that  when  they  neglect  the  world's  farmers,  they  neglect  their  own 
future. 

Thank  you. 
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NDFU  CHART  #3 
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I  X 


MlcKey  Kantor 

United  States  Trade  Representative 

600  17th  Street  NW 

Washington  DCi  20506 

Mike  Espy.  Secretary 

U.S.  Department  of  Agriculture 

12th  &  Jefferson 

Washington  DC  20250 

Dear  Ambassador  Kantor  and  Secretary  Espy: 

Last  month  we  wrote  to  you  concerning  rumors  that  the  Canadian 
government  was  considering  allowing  direct  sales  of  barley  by 
Canadian  farmers  into  our  domestic  grain  marketing  system.  It  is 
our  understanding  that  this  decision  is  now  pending  in  the  very 
near  future. 

We  are  deeply  concerned  that  Canadian  action  to  try  to  create  a 
so-called  "continental  barley  market'  will  have  serious  price  and 
market  ccaisequences  within  the  United  States  domestic  and  export 
markets . 


Since  our  previous  communications  to  you  we  have  had  the 
opportunity  to  review  the  study  that  is  being  used  by  the  Canadian 
government  as  a  basis  for  its  pending  decision  ('An  Economic 
Analysis  of  a  Single  North  American  Barley  Market"  by  Colin  A. 
Carter  of  the  University  of  California,  Davis.)  We  have  also 
reviewed  other  analyses  of  the  issue  and  critiques  of  this  study. 

We  believe  that  the  Carter  study  has  some  basic  flaws.  The  primary 
flaw  is  its  assumption  that  the  United  States,  which  is  the 
largest  producer  and  exporter  of  feed  grains  in  the  world,  has 
significant  feed  deficit  areas  that  could  be  competitively  served 
by  Canadian  barley  Ifflpocts. 

While  there  are  U.S.  localities  in  which  feed  use  exceeds  feed 
production,  the  United  States  Is  not  a  feed  deficit  nation.  Our 
localized  feed  deficit  areas  are  currently  being  served  by 
domestically-produced  feed  grains  from  feed- surplus  areas  within 
the  United  States.  There  Is  no  concrete  evidence  that  Canadian 
producers  could  fill  the  demeund  in  these  areas  more  efficiently  or 
coaq>etltlvely  than  existing  suppliers. 

In  fact.  In  Most  situations  the  only  way  "Canadian  barley  could 
serva  thase  fa«d  barley  Markets  is  If  that  barley  were  heavily 
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discounted  in  price  or  otherwise  subsidized  by  Canada.  To 
competitively  serve  the  West  Coast  markets  cited  by  the  study, 
Canada  would  need  to  use  the  Western  Grains  Transportation  Act 
subsidy  which  would  be  patently  illegal  under  the  terms  of  the 
U.S. -Canada  Free  Trade  Agreement. 

The  Carter  study  sets  aside  serious  economic  review  of  the  simple 
fact  that  other  U.S.  domestically -produced  feed  grains  and  other 
feeds  can  be  readily  substituted  for  barley  whenever  domestic  feed 
price  relationships  make  such  substitution  economical. 

Another  fundamental  flaw  in  the  study  is  its  assumption  that  the 

United  States  would  provide  a  consistently  higher  priced  market 

for  Canadian  barley  producers  and  that  those  higher  market  prices 
could  be  sustained. 

The  exact  opposite  would  occur.  Since  most  U.S.  barley  is  grown  in 
northern  border  states,  the  availability  of  individual  cross- 
border  sales  by  Canadian  producers  would  put  significant  price 
pressure  on  U.S.  barley  market  prices.  Those  prices  would  then 
become  the  base  price  level  in  the  United  States.  The  result  would 
be  lower  U.S.  market  prices. 

As  the  largest  feed  grains  exporter,  the  United  States  domestic 
price  sets  the  bottom  line  in  world  market  prices.  Thus,  the 
result  of  action  by  the  Canadian  government  would  be  to  lower  bar- 
ley prices  in  both  the  U.S.  and  world  markets.  This  would  quickly 
come  around  the  loop  and  translate  into  lower  barley  prices  for 
Canadian  producers . 

We  would  acknowledge  that  there  appears  to  be  limited  local 
markets  along  the  U.S. -Alberta  border  which  theoretically  might  be 
competitively  served  by  Canadian  barley.  However,  this  is  only 
true  when  U.S.  market  prices  are  compared  to  the  initial  price  of 
the  Canadian  Wheat  Board .  This  is  comparing  apples  to  oranges . 

At  best,  the  proposed  action  would  result  in  temporarily 
advantaging  a  limited  number  of  Canadian  producers  along  the 
border  to  the  detriment  of  the  vast  majority  of  producers  on  both 
sides  of  the  border  and  a  long-term  reduction  in  prices  to 
farmers. 

The  Carter  study  attempts  to  generalize  niche  marketing  potentials 
into  broad-based  opportunities.  The  action  contemplated  by  the 
Canadian  government  would  be  comparable  to  opening  flood  gates  in 
order  to  provide  water  for  a  drip  irrigation  system. 

In  addition  to  assuming  market  potential  for  feed  barley,  the 
Carter  study  projects  growth  for  sales  of  malting  barley  at  a  time 
when  the  growth  in  U.S.  beer  consumption  is  fairly  flat. 

Again,  the  additional  availability  of  Canadian  malting  barley 
moving  through 'the  U.S.  grain  marketing  system  will  serve  to  lower 
malting  barley  premiums  and  barley  prices  in  general  to  U.S. 
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producers.  The  Carter  study  inaccurately  assumes  that  Canadian 
producers  would  be  selling  directly  to  end  users,  rather  than  to 
border  elevators. 

The  Carter  study  assumes  that  U.S.  producers  and  government  would 
stand  idly  by  while  Canadian  barley  displaces  domestically- sold 
production.  It  would  not  make  economic  or  political  sense  for  the 
United  States  to  allow  Canadian  barley  to  undercut  its  domestic 
price  support  programs  and  its  export  enhancment  programs.  Nor 
will  U.S.  producers  allow  price  competition  to  put  them  out  of 
business.  They  will  have  little  choice  but  to  meet  the  price 
competition . 

Why  would  the  United  States  permit  increased  imports  of  barley 
through  the  back,  door  from  Canada,  when  at  the  same  time  it  has 
been  having  increased  difficulty  in  moving  barley  and  barley  malt 
out  the  front  door  into  the  international  marketplace  through 
substantial  subsidies  under  the  export  enhancment  program? 

The  Carter  study  assumes  that  the  proposed  change  to  a  "conti- 
nental barley  market"  could  not  be  countered  under  the  U.S. -Canada 
Free  Trade  Agreement .  We  believe  that  such  a  change  would  be  the 
basis  for  re-establishing  both  quantitative  restrictions  and 
import  fees  as  allowed  by  Article  705.5  of  the  agreement. 

Like  many  other  trade  reports,  the  Carter  study  assumes  that  the 
aggregrate  growth  in  markets  resulting  from  increased  production 
and  lower  prices  would  offset  income  losses  to  producers.  Our 
experiences  during  the  past  decade  with  such  economic  approaches 
have  resulted  in  the  loss  of  hundreds  of  thousands  of  farmers, 
agricultural  economic  strangulation  and  rural  depopulation. 

We  therefore  request  that  both  the  Office  of  U.S.  Trade 
Representative  and  the  U.S.  Department  of  Agriculture  be  prepared 
to  take  whatever  steps  are  necessary  to  protect  the  interests  of 
U.S.  barley  producers  if  the  Canadian  government  continues  to 
proceed  on  its  unilateral  course  toward  establishing  a 
"continental  barley  market." 


President 
AB/KL:st 
cc  Senator  Kent  Conrad 

Senator  Byron  Dorgan 

Representative  Earl  Pomeroy 

ND  Agriculture  Commissioner  Sarah  Vogel 

North  Dakota  Barley  Council 

National  Fanners  Union 


Yours  truly, 

NORTH  ;?AKOTA  FARMERS  UNION 

Alan  Bergman    / 


NORTH  BAKOTA 
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Mike  Espy.  Secretary 

U.S.  Department  of  Agriculture 

12ch  &  Jefferson 

Washington.  DC  20250 

Dear  Secretary  Espy: 

We  are  deeply  concerned  that  direct  sales  of  barley  by  Canadian  farmers  in  Co 
our  grain  marketing  system  would  seriously  disrupt  both  our  domestic  and 
export  marketing  and  pricing  structures. 

In  recent  weeks,  we  have  been  increasingly  hearing  reports  that  the  Canadian 
wheat  Board  is  considering  allowing  barley  producers  in  the  prairie  provinces 
to  sell  their  barley  directly  to  grain  elevators  across  the  border  within  the 
United  States  rather  than  through  the  single-desk  marketing  system  of  the 
Canadian  Wheat  Board. 

Such  a  change  would  clog  up  our  marketing  system  at  our  local  market  outlets, 
further  compounding  our  storage,  transportation  and  marketing  structures. 
Those  of  us  in  border  states  are  especially  susceptible  to  these  problems. 

We  are  already  experiencing  a  flow  of  so-called  'feed  wheat"  from  Canada  into 
our  marketing  channels,  vrheat  classified  as  feed  quality  by  the  Canadian  Wheat 
Board  is  being  marketed  directly  by  producers  and  their  agents  into  our 
marketing  systea. 

Because  U.S.  wheat  grading  standards  are  much  wider  than  Canadian  standards, 
much  of  this  'feed  wheat"  is  moving  directly  into  regular  wheat  marketing 
channels,  further  displacing  domestically- produced  wheat  in  our  marketplace. 

Whether  or  not  the  Canadian  Wheat  Board  would  restrict  direct  barley  sales  to 
feed  barley  will  make  little  difference  on  this  side  of  the  border.  The  line 
between  malting  and  feed  barley  in  any  given  year  can  be  rather  narrow  and  is 
determined  by  the  quantities  and  qualities  available,  the  price  relationships, 
and  the  particular  preferences  of  the  maltsters. 

If  the  Canadian  Wheat  Board  opens  this  door,  our  marketing  channels  will  be 
flooded  by  Canadian  barley.  The  Inevitable  result  of  such  additional  market 
pressure  will  be  the  lowering  of  our  domestic  commodity  prices  for  both 
malting  and  feed  barley,  and  therefore  lower  income  for  American  producers. 
Host  certainly,  the  price  differential  between  malting  and  feed  barley  will 
also  be  reduced. 


He  have  already  seen  Canadian  barley  imports  almost  double  in  the  past  three 
years  through  sales  by  the  Canadian  Wheat  Board.  We  don't  need 
another  end- run  being  taken  at  our  domestic  marketplace  through  another  change 
in  the  Canadian  marketing  system. 

Since  barley  and  barley  malt  has  become  eligible  for  Che  export  enhancement 
program.  It  would  be  essential  that  there  be  some  system  for  tracking  this 
Canadian  barley  within  American  marketing  channels. 
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Right  now,  there  is  no  tracking  system  in  place.  However.  USDA  regulations  do 
prohibit  imported  grain  trom  being  exported  under  the  export  enhancement 
program.  It    there  is  any  question  of  the  origin  of  barley  that  is  moving 
toward  export,  that  particular  lot  would  end  up  heavily  discounted.  American 
farmers  would  again  be  the  ones  who  get  short-changed  in  the  process. 

We  have  and  "ill  continue  to  support  legislation  to  establish  end  use 
certificates  for  grain  Imported  into  the  United  States.  Whatever  system  is 
eventually  devised,  permitting  individual  Canadian  producers  to  sell  directly 
into  the  U.S.  market  would  most  certainly  complicate  tracking  procedures. 

We  would  appreciate  whatever  you  and  the  U.S.  Department  of  Agriculture  can  do 
to  dissuade  the  Canadian  wheat  Board  from  taking  such  an  ill-advised  course  of 
action. 

We  do  not  believe  it  to  be  In  the  long-term  Interests  of  producers  on  either 
side  of  the  border.  We  know  it  would  be  disastrous  to  barley  producers  in  our 
state.  As  you  may  know.  North  Dakota  is  consistently  the  top  producer  of 
barley  in  the  nation  and  produces  almost  one- third  of  the  national  crop. 

We  would  further  appreciate  your  advice  and  counsel  on  what  other  steps  could 
be  taken  to  protect  U.S.  producers  and  to  prevent  our  marketing  channels  from 
being  invaded  by  an  onslaught  of  individual  shipments  of  Canadian  barley. 

Yours  truly, 

NORTH    DAKOTA -FARMERS   UNION 
BOARD   of   DIRECTORS 


AB/KL:st 

cc   Senator  Byron  Dorgan 
Senator  Kent  Conrad 
Representative  Earl  Pomeroy 
ND  Agriculture  Coiamissioner  Sarah  Vogel 
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Mickey  Kantor 

United  States  Trade  Representative 

600  17th  Street  NW 

Washington  DC  20506 

Mike  Espy,  Secretary 

U.S.  Department  of  Agriculture 

12th  i  Jefferson 

Washington  DC  20250 

Dear  Ambassador  Kantor  and  Secretary  Espy: 

The  action  taken  by  the  Canadian  government  last  week  to  allow 
individual  farmers  to  export  barley  directly  into  the  marketing 
channels  within  the  United  States  has  serious  potential  conse- 
quences for  U.S.  producers,  our  grain  marketing  structures  and  our 
export  programs . 

North  Dakota  is  the  nation's  largest  producer  of  barley.  We 
normally  produce  30  percent  of  the  nation's  barley  supply.  The 
Canadian  government's  action,  which  will  become  effective  August  1, 
will  clog  our  marketing  system  and  inevitably  lower  the  prices 
paid  to  producers  for  both  malting  and  feed  barley. 

The  Canadian  government's  action  on  barley  comes  on  the  heels  of 

ongoing  problems  of  significant  increases  in  Canadian  exports  of 

barley,  durum  wheat,  spring  wheat  and  so-called  feed  wheat  to  the 
United  States. 

North  Dakota  grain  farmers  cannot  continue  to  be  battered  with 
grain  imports  that  result  from  an  unlevel  playing  field  between 
the  two  nations.  We  cannot  continue  to  accept  grain  imports 
through  the  back  door  from  Canada,  while  we  are  increasingly 
having  to  rely  on  export  subsidies,  such  as  the  export  enhancement 
program,  to  move  our  own  grain  out  the  front  door  into  interna- 
tional markets. 


We  believe  the  only  way  the  Canadian  government  will  take  the 
concerns  of  U.S.  grain  producers  seriously  is  if  our  nation 
responds  to  this  latest  action  by  invoking  the  Section  22 
provisions  of  our  farm  law. 

Section  22  is  a  recognized  exemption  under  the  General  Agreement 
on  Tariffs  and  Trade.  It  is  also  recognized  as  a  right  under  the 
existing  Free  Trade  Agreement  with  Canada. 
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Section  705.5  of  the  United  States-Canada  Free  Trade  Agreement 
clearly  provides  the  right  to  challenge  this  latest  action  of  the 
Canadian  government  in  regard  to  barley. 

The  Statement  of  Administrative  Action  by  the  United  States 
accompanying  the  agreement  clearly  anticipated  this  Canadian 
action.  It  states  that  a  substantial  change  within  the  meaning  of 
Article  705.5  includes  a  "...change  in  the  current  Canadian  policy 
regarding  the  distribution  of  permits  to  export  grain  into  the 
United  States  such  that  private  entities  were  freely  granted 
permits  regardless  of  market  conditions..." 

We  therefore  request  you  take  the  necessary  steps  for  a 
Presidential  determination  that  the  conditions  for  invoking 
Section  22  have  been  met  and  then  proceed  to  establish  quotas 
and/or  fees  so  that  U.S.  producers  have  a  level  playing  field  with 
their  Canadian  counterparts. 

We  believe  that  such  action  should  be  taken  prior  to  August  1, 
which  is  the  announced  effective  date  of  the  Canadian  action. 


Yours  truly, 
NORTH  DAKOTA 


Alan  Bergman 
President 


ERS  UNION 


tjSv>-^ 


AB/KListy' 


U.S.  Senator  Byron  Dorgan 

U.S.  Senator  Kent  Conrad 

U.S.  Representative  Earl  Pomeroy 

ND  Agriculture  Commissioner  Sarah  Vogel 

Governor  Edward  Schafer 

North  Dakota  Barley  Council 

National  Farmers  Union 
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Testimony  of  the 

Minnesota  Farmers  Union 

before  the 

U.S.  House  Subcommittee  on  General  Farm  Commodities 

Presented  by 

Legislative  Services  Director  Julie  Bleyhl 

June  12.  1993 
Moorhead.  Minnesota 


Mr.  Chairman,  my  name  is  Julie  Bleyhl  and  I  serve  as  the  Legislative  Services 
Director  of  the  Minnesota  Farmers  Union.  The  Minnesota  Farmers  Union 
represents  25,000  people  who  depend  on  fiamily  farming  and  the  rural 
communities  it  supports.  I  appreciate  the  opportunity  to  testify  before  you  today 
on  behalf  of  the  N^nnesota  Farmers  Union's  membership. 

It  is  often  said  tiiat  Uberalized  trade,  what  the  Reagan  and  Bush  Administrations 
and  now  the  Clinton  Administration  characterizes  as  free  trade,  will  be  a  boon  to 
US.  producers.  We're  told  that  it  will  open  new  markets,  expand  odiers  and 
help  farmers  get  higher  prices  for  the  commodities  they  produce.  To  benefit 
from  these  new  and  expanding  markets,  our  Presidents  have  negotiated 
international  agreements  such  as  the  North  American  Free  Trade  Agreement  and 
the  General  Agreement  of  Tariffs  and  Trade  on  our  behalf. 

Approval  of  those  agreements  lies  witii  Congress,  people  such  as  you  who  are 
supposed  to  ensure  tiiat  government  and  its  programs  function  in  tiie  best 
interests  of  people.  For  that  to  happen,  ttie  Minnesota  Farmers  Union  believes 
that  NAFTA  and  GATT  must  not  be  approved  -  even  if  side  agreements  are 
drafted  that  provide  so-called  fixes.  Botti  agreements  are  inherentiy  flawed.  And 
the  Minnesota  Farmers  Union  does  not  beUeve  d\at  these  agreements, 
particularly  in  their  current  form,  are  in  the  best  interests  of  producers  in 
Minnesota  or  any  other  state. 

The  proposed  agreements  do  open  markets  but,  at  the  same  time,  they  do 
nothing  to  protect  U.S.  producers  from  an  influx  of  foreign  commodities  that  cost 
less,  are  of  lower  quality  and  don't  meet  the  same  stringent  food-safety 
regiilations  diat  U.S.  producers  must  meet  Creating  a  wide-open,  laissez  faire 
system  will  reap  economic  disaster  on  this  nation's  ^unily  farms,  its  rural  people 
and  file  food  all  of  us  -  farm  and  city  folk  -  eat  eveiy  day. 

Today,  I  would  like  to  paint  a  picture  of  the  potential  economic  damage  ttiat 
these  trade  agreements  would  create  if  approved  in  their  current  form.  The  focts 
behind  our  experience  witfi  Canada  and  \he  existing  trade  agreement  the  U.S. 
has  witii  Canada  show  that  liberalizing  trade  does  not  help  producers.  In  fact;  it 
does  the  opposite.  It  catises  economic  damage  as  foreign  countries  -  even 
politically  fiiendly  ones  such  as  Canada  -  use  the  provisions  of  such  agreements 
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to  their  own  advantage.  Neither  Canada  nor  any  other  country  should  be  faulted 
for  its  actions.  Free  trade  means  what  it  implies:  an  open  market  for  everyone  to 
comp>ete. 

But  producers,  per  se,  don't  do  the  competing  nor  do  they  reap  the  economic 
benefits  in  a  wide-open,  free  trade  system.  In  the  U.S.,  five  firms  -  with 
Minneapolis-based  Cargill  topping  the  Ust  -  control  46  percent  of  the  grain  trade, 
according  to  a  1990  study  from  the  University  of  Missoiui-Columbia.  Any  profits 
that  grow  out  of  a  liberalized  trade  system  will  remain  at  the  corporate  level.  As 
the  coiuitry  saw  under  12  years  of  leadership  by  Ronald  Reagan  and  George 
Bush,  the  profits  won't  trickle  down  to  producers. 

The  market  control  of  these  companies  is  not  limited  to  the  U.S.  Other  covmtries, 
particularly  those  in  the  European  Economic  Community,  provide  their 
producers  with  higher  price  supports.  But  even  government  programs  such  as 
those  don't  and  won't  stop  ttiese  huge,  multi-faceted  food  companies  from  using 
trade  agreements  to  their  advantage  in  any  covmtry  that  is  part  of  an 
international  agreement  to  liberalize  trade. 

Producers  are  dependent  on  market  prices  -  prices  tiiat  history  shows  follow  the 
loan  rate.  Except  in  times  of  short  supply,  market  prices  remain,  for  the  most 
part  at  slightly  above  the  loan  rate.  Such  a  practice  keeps  farm  income  low  but 
not  low  enough  that  producers  -  many  of  whom  sell  their  grain  to  small,  country 
elevators  that  aren't  owned  by  the  grain  giants  -  can't  find  the  economic 
wherewithal  to  keep  pumping  raw  commodities  into  the  system. 

The  fate  of  a  grain  company's  profit-and-loss  margin  rests  with  a  number  of 
other  factors,  the  least  of  which  is  the  market  price  or  the  conventional  supply- 
and-demand  theory.  Rather,  grain  companies  have  significant  control  over  their 
economic  condition.  Although  oversimplified,  their  grain  holdings  give  them  the 
ability  to  create  market  conditions  -  domestically  or  internationally  -  that  allow 
them  to  follow  the  old  rule  of  "buy  low  and  sell  high." 

But  the  Minnesota  Farmers  Union  believes  ttiat  producers'  ability  to 
economically  stay  ahead  of  the  this  game  and  keep  farming  is  coming  to  an  end 
with  the  advent  of  agreements  such  as  GATT  and  NAFTA.  Both  agreements  are 
designed  to  help  a  company  collectively  move  grain  on  the  market  rather  than 
give  family  farms  the  opportunity  to  receive  a  price  that  covers  actual 
production  costs  and  provides  an  economic  standard  of  living  tiiat  approaches 
even  an  acceptable  level. 

Since  the  US.-Canada  Free  Trade  Agreement  was  signed  in  1987,  Canadian 
exports  to  the  U.S.  have  increased.  Wheat  shipments  alone,  including  durum, 
increased  from  2.3  million  bushels  in  1983  to  17.5  million  bushels  in  1988.  Diuing 
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that  five-year  period,  durum  imports  jumped  from  zero  bushels  to  6  million 
busheb. 

Since  1989,  Canadian  wheat  and  durum  shipments  to  the  VS.  have  continued  to 
explode.  In  1992,  all  wheat  shipments  from  Canada  reached  30.8  million  bushels. 
Figures  for  1993  are  not  yet  complete,  but  statistics  through  February  showed 
that  wheat  exports  to  the  U3.  were  already  at  a  record  36.2  million  bushels. 

While  Canada  has  increased  its  exports,  U.S.  wheat  exports  have  continued  to 
decrease,  according  to  USDA  statistics.  In  1983,  tiie  US.  exported  1.4  billion 
bushels  of  wheat  By  1992,  wheat  exports  had  dropped  to  1.1  billion  bushels. 

Those  numbers  speak  for  themselves.  Despite  tiie  foct  that  American  farmers 
produced  more  wheat,  VS.  exports  fell  by  300  million  bushels  from  1983  to  1991 
while  Canadian  imports  grew  by  33.9  million  bushels  diuing  that  same  time. 

Export  and  import  statistics  from  other  wheat-producing  countries  show  the 
same  trend.  Foreign  countries  continue  to  produce  more  of  their  own  wheat  and 
reduce  their  reliance  on  U5.-grown  wheat 

Free  trade,  a  concept  that  producers  have  heard  about  since  1980,  hasn't  helped 
U.S.  markets.  Oiu"  exports  continue  to  drop  despite  claims  to  the  contrary  that 
foreign  markets  are  the  hope  for  our  future. 

The  Minnesota  Fanners  Union  does  not  contend  tiiat  all  we  produce  can  be 
consumed  domestically.  But  Congress,  under  any  trade  agreement  must  ensure 
that  the  market  trends  of  the  1980s  and  1990s  don't  continue.  If  Canada  can 
increase  its  exports,  tfie  U.S.  ought  to  be  able  to  do  same  so  producers  can  benefit 
from  these  markets. 

Yet  any  frade  agreement  also  must  consider  the  impact  imports  have  on  U.S. 
producers,  particularly  here  in  prime  wheat  and  durum  country.  Prior  to  the 
U.S.-Canada  Free  Trade  Agreement  U.S.  producers  received  a  substantial 
premium  for  durum  since  it  was  considered  a  specialty  crop.  Since  tiie 
agreement  went  into  efriect  the  premium  has  disappeared  and,  for  a  long  period 
of  time,  producers  got  a  higher  price  for  hard  red  winter  wheat 

The  Minnesota  Farmers  Union  believes  that  tiie  market  impact  described  above 
was  a  direct  impact  of  the  U5.-Canada  Free  Trade  Agreement  The  prairies  of 
North  Dakota  and  the  prairies  of  Saskatchewan  share  more  than  their  ability  to 
produce  wheat  They  also  are  dose  enough  to  use  tiie  same  terminals,  which  has 
a  significant  impact  on  the  VS.  market 

Here  in  Minnesota,  the  Farmers  Union  fears  tiiat  tiie  same  situation  that  occurred 
witfi  durum  will  happen  with  barley.  But,  unlike  durum,  shipments  of  barley 
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across  the  border  will  have  a  larger  economic  impact  because  of  increased 
volvime. 

Canada  grows  25  percent  more  barley  each  year  than  the  U.S.  Given  the 
Canadian  track  record  of  using  exports  to  its  advantage  and  the  Canadian 
agricultural  minister's  desire  to  remove  barley  from  the  control  of  the  Canadian 
Wheat  Board,  the  fear  is  not  baseless. 

Such  a  massive  release  of  barley  across  the  border  would  strike  another  blow  to 
producers  already  reeling  from  the  durum  influx.  The  prices  U.S.  producers 
receive  would  drop,  sending  already  poor  farm  incomes  even  lower. 

Prior  to  the  enactment  of  the  U.S.-Canada  Free  Trade  Agreement,  the  U.S. 
imported  5  to  8  million  tons  of  barley  annually  from  Canada.  Since  the 
agreement,  that  amount  has  grown  to  25  million  bushels.  Projections  for  1992-93 
are  down  10  million  bushels  because  of  poor-quality  malting  barley.  But  such  a 
drop  in  exports  wovdd  be  a  strong  incentive  for  Canada  to  open  the  barley 
market  and  remove  it  from  the  control  of  the  Canadian  Wheat  Board. 

Imports  of  wheat  and  barley  from  Canada  have  caused  a  stir  in  Minnesota.  Farm 
and  commodity  organizations  supported  state  legislation  this  year  that  would 
have  required  a  penny-a-bushel  assessment  on  wheat  and  barley  brought  into 
Minnesota  from  Canada,  The  assessment  proposed  was  the  same  assessment  that 
Minnesota  farmers  pay  as  a  check-off  fee  for  research  and  promotion  activities. 

Despite  passage  in  both  the  state  House  and  Senate,  Minnesota's  governor 
vetoed  the  bill. 

Actions  such  as  this  on  the  state  level  indicate  that  so-called  firee  trade  with 
Canada  already  has  delivered  benefits  -  but  U.S.  farmers  haven't  been  the 
recipients.  Rather,  foreign  growers  and  the  grain  giants  that  buy  their  grain  have 
been  the  beneficiaries. 

Plans  to  use  the  Export  Enhancement  Program  in  Canada  make  little  sense  to 
Minnesota  Farmers  Union  members.  EEP  funds  benefit  companies  such  as 
Cargill  that  resisted  and  worked  against  attempts  to  have  imported  grain  fall 
under  the  same  rules  as  domestically  produced  grain.  Rather,  the  Minnesota 
Farmers  Union  believes  that  the  USDA  should  spend  the  money  on  methods 
such  as  increasing  loan  rates  to  help  raise  income  on  the  nation's  family  farms. 

Imported  processed  products  that  contain  commodities  grown  here  in  the  VS. 
also  are  a  threat  under  any  trade  agreement  Sugar  products  from  Canada  have 
increased  from  3,796  metric  tons  in  1989  to  a  current  level  of  118,456  metric  tons. 
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In  other  words,  Canada  shipped  the  equivalent  of  abnost  90  percent  of  all  the 
sugar  it  produced  domestically  in  1992  to  tfie  U.S.  in  one  year.  Imports  such  as 
these  threaten  sugar  beet  producers  in  Minnesota  and  tiie  continued  viability  of 
the  sugar  program. 

Although  not  grown  in  Minnesota,  peanuts  and  peanut  paste  are  odier  examples 
of  free  trade  threats.  Companies  can  bring  these  products  in  for  25  cents  less  a 
pound  than  U.S.-grown  peanuts,  leaving  USDA  to  purchase  much  of  the 
domestic  crop.  Those  pturhases  could  cost  $100  million  if  ciirrent  trends 
continue  to  ttie  end  of  \he  century,  leaving  Congress  widi  a  spending  problem 
created  by  trade  agreements  that  are  supposed  to  help  rather  than  hurt  U.S. 
producers. 

The  result  of  scenarios  such  as  this  is  not  difficult  to  see.  As  history  has  shown. 
Congress  likely  would  revamp  or  eliminate  farm  programs  to  reduce  spending. 
The  losers  would  be  ef^cient  family  formers  who  follow  environmentally  sound 
practices  ttiat  preserve  their  land,  resources  and  tiie  rural  communities  whose 
infrastructure  and  tax  base  depend  on  these  forms  for  economic  support 

The  winners  would  be  companies  that  use  so-called  free  trade  to  tiieir  own 
advantage,  which  is  nothing  more  than  making  sure  that  company  profits  keep 
growing. 

I  appreciate  the  opportunity  to  testify  today,  and  Fll  be  glad  to  answer  any 
questions. 

But  in  dosing,  I  want  to  emphasize  that  tfie  Minnesota  Farmers  Union  believes 
NAPTA  and  GATT  would  do  more  harm  than  good.  There  are  many  elements  I 
haven't  discussed  such  as  food  safety,  the  environment  and  jobs. 

But  as  Washington,  D.C,  focuses  its  attention  on  free  trade,  actual  form  income 
continues  to  decline  -  as  do  our  rural  communities  and  the  people  who  live 
there.  At  the  same  time,  Cargill  -  a  major  player  in  the  secret  trade  negotiations 
that  produced  NAFTA  -  continues  its  profitable  reign  atop  America's  Fortune 
500  companies. 

That;  Mr.  Chairman,  is  free  trade  in  action.  And  the  focts  show  it  doesn't  work. 
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The  Canadian  Free  Trade  Agreement  has  greatly  damaged  the  durum 
market  of  the  United  States  since  its  inception.  This  damage  is  due 
to  the  flooding  of  the  U.S.  domestic  market  with  Canadian  duriim.  As 
the  following  charts  will  indicate  Canadian  shipments  of  durum 
increased  by  528%  during  the  five  year  period  of  1986  to  1991,  as 
you  will  also  notice  the  shipments  of  all  wheat  to  the  United 
States  has  also  risen.   The  dramatic  rise  in  durum  imports  during 
this  period  has  caused  the  price  for  domestic  durum  to  fall  by 
$.72/bushel.  It  is  quite  obvious  that  durum  producers  have  suffered 
due  to  the  trade  agreement  with  Canada,  this  statement  may  become 
apparent  for  wheat  as  a  whole  in  the  future. 

CiMrt   I 
SHIPMENTS  OF  CANADIAN  WIIEAT  TO  THE  UNITED  STATES 
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Clart  2 


CANADIAN  SHIPMENTS  OF  DURUM  TO  THE  US 
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A  similar  deterioration  is  possible  with  barle7.  Dr.  Colin  Carter, 
University  of  California-Davis  recently  did  a  study  for  the 
Associate  Deputy  Minister,  Grains  and  Oilseeds  Branch,  Agriculture 
Canada.  This  study  was  entitled  "  An  Bconomic  Analysis  of  a  Single 
Worth  American  Barley  Market".  Dr.  Carter  stated  that  there  is  a 
possible  export  market  of  900,000  MT  of  Canadian  barley.  The 
breakdown  of  this  possible  market  is  400,000  MT  malting  barley  and 
500,000  MT  of  feed  barley.  It  is  unclear  in  the  study  if  this 
aunount  is  in  addition  to  ctirrent  production  or  represents  the  total 
aunount.  Regardless  of  which  scenario  is  faced,  U.S.  producers  face 
a  significant  price  reduction  for  barley.  These  reductions  would  be 
from  10-20  cents  per  bushel  and  translate  into  a  revenue  loss  to 
barley  producers  of  45-90  million  dollars.  Not  only  will  the 
producer  suffer  a  loss  due  to  increased  Canadian  barley  exports. 
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45  or  90  million  dollars.  Not  only  will  the  producer  suffer  a  loss 
due  to  increased  Canadian  barley  exports,  but  the  U.S.  Government 
would  also  be  subject  to  greater  exposure  through  EEP  and 
Deficiency  Payments. 

Farm  Bureau  has  a  free  market  philosophy,  and  is  supportive  of  free 
trade  agreements,  but  only  when  we  are  allowed  to  compete  on  a 
level  playing  field.  Policy  adopted  at  the  74th  meeting  of  the 
American  Farm  Bureau  states;  We  support  the  North  American  Free 
Trade  Agreement  (NAFTA)  as  signed  by  President  Bush,  and  urge  its 
adoption  by  Congress.  We  support  the  incorporation  of  measures  in 
the  implementing  legislation  to  strengthen  transitional  safeguards 
to  accommodate  the  concerns  of  specific  commodity  interests.  We 
support  the  inclusion  of  language  in  the  implementing  legislation 
requiring  congressional  approval  for  the  accession  of  other 
countries  to  NAFTA.  The  exclusion  of  Canadian  agriculture  from 
this  agreement  is  discouraging.  The  Canadian  Free  Trade  Agreement 
currently  does  not  allow  us  to  compete  on  an  equal  basis  with 
Canadian  farmers.  The  transportation  subsidy  program  and  the 
Canadian  Wheat  Board  pricing  policy  have  made  it  very  difficult, if 
not  impossible  to  compete  with  our  neighbors  to  the  north. 

The  Export  Enhancement  Program  (EEP)  has  been  a  useful  tool  in 
dealing  with  subsidized  trade  from  other  countries.  Farm  Bureau 
feels  that  EEP  should  be  made  available  to  all  countries  and  all 
commodities  where  the  United  States  faces  unfair  or  subsidized 
competitiion  from  foreign  suppliers.  This  program  should  continue 
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as  long  as  the  United  States  faces  foreign  subsidized  competition 
in  the  various  commodities.  The  United  States  must  be  prepared  to 
counteract  unfair  subsidies  by  Canada,  or  any  other  country,  with 
its  own  and  NAFTA  must  not  prevent  this  action. 

Earlier  in  this  text  I  eluded  to  Farm  Bureau's  concern  for  the 
maintenance  of  our  domestic  markets  due  to  the  increasing  amounts 
of  grains  being  imported  from  Canada.  This  influx  of  foreign 
commodities  also  threatens  the  well  being  of  U.S.  export  markets. 
A  market  which  has  shrunk  considerably  in  recent  years  due  to 
expanded  production  and  aggressive  marketing  by  the  EC  and  Canada. 
U.S.  market  share  would  shrink  considerably  if  programs  such  as  EEP 
were  not  available  and  utilized.  The  1990  Farm  Bill  very  clearly 
states  that  only  commodities  that  have  been  produced  entirely  in 
the  United  States  are  eligible  for  participation  in  U.S.  government 
assisted  export  programs.  The  increasing  amount  of  Canadian  grain 
exported  here  by  the  Canadian  Wheat  Board  fosters  concern  that  some 
of  this  foreign  grain  may  be  comingled  with  domestic  production. 
The  ability  of  local  grain  pools  and  individual  producers  to  market 
barley  directly  into  the  country  multiplies  these  concerns.  Canada 
currently  has  a  very  stringent  end-use  certificate  progran  that 
must  be  adhered  to  by  those  handling  grains  of  foreign  origin.  The 
system  tracks  foreign  grains  from  the  time  of  entry  to  the  point  of 
final  use  and  protects  the  integrity  of  Canadian  produced  grain. 
Farm  Bureau  supports  the  adotion  of  a  similar  end-use  certificate 
program  in  this  country.  A  bill,S.  1993,  which  was  sponsored  by 
Senator  Kent  Conrad  last  year  would  meet  these  needs.  The  importers 
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of  the  commodity  would  be  required  to  do  the  following: 

A.  The  name  and  address  of  the  importer  of  record  of  the 
foreign  grain. 

B.  The  name  and  address  of  the  consignee  of  the  grain. 

C.  The  identification  of  the  country  of  origin  of  the  grain. 

D.  A  description  by  class  and  quantity  of  the  grain  covered  by 
the  certificate. 

E.  Specification  of  the  purpose  for  which  the  consignee  will 
use  the  grain. 

F.  The  identification  of  the  transporter  of  the  grain  from  the 
port  of  entry  to  the  processing  facility  of  the  consignee. 

The  consignee  of  the  grain  would  also  be  required  to  submit  a 
quarterly  report  to  the  Secretary  of  Agriculture  indicating  what 
percentage  of  the  grain  covered  in  the  end-use  certificate  was 
stored  and  what  amount  was  used  for  the  purpose  stated  in  the  end- 
use  certificate. 

End-use  certificates  should  be  required  on  all  commodities  where 
the  Canadians  require  similar  documentation.  Farm  Bureau  cannot 
stress  more  the  need  to  protect  the  integrity  of  U.S.  export 
programs.  If  U.S.  export  programs  are  compromised  or  eliminated  due 
to  inclusion  of  foreign  grains,  the  farming  industry  as  a  whole 
would  be  jeopardardized. 

The  opportunity  to  address  the  subcommittee  is  greatly  appreciated. 
Hopefully,  the  testimony  of  North  Dakota  Farm  Bureau  and  the  other 
groups  appearing  before  the  subcommittee  will  be  of  assistance  in 
your  work  on  these  very  important  issues. 
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IMraCT  GP  CANADIAN  (SAIN  IMPCRES 

Of  TKHSi  snass  barisy  mcoacsts 

JWR  12,    i992/SfaXJBIXX 

MXRHBAD  TBCanOVL  QOUflS 

VDORBEPD.  MUMBSOm 

ISSElKlOr  EY  SCBHS*  D.   THRS,   SR.,   BUSIDGB,   NCRIH  DAKOIA 

VICE  CSAIE9«N,  NGREB  DAKODV  BARI£3f  CIUUJL. 

Mr.  daiznan,  .S>iimiiiiit±ee  menters. 

I  an  Robert  D.  Ibes,  Sr.  I  qieiaLe  a  farm  nfvir  Eldrldge,  North  Dakota. 
Wf  testimon/  today  is  presented  as  a  beirley  producer.  I  feel  my  remarks 
reflect  tbe  ttnsidjng  of  all  spriniis  barley  famers.  I  am  vixse-diainnan  of  ^>^=' 
North  Dakota  Barley  OouncU  and  a  director  of  the  National  Barley  Growers 
Assodatioo,  aa  organizatiaa  that  represents  over  75  percent  of  U.S.  barley 
prockicticEi. 

Ibe  ooucteEy  of  the  ORnpral  Faaaa  Clrmmdities  subooomittee  meolDers  to  meet 
today  and  listen  to  testdnon/^  is  audti  c^tirHt;iafpri.  M/^  renoiks  will  be  rmfinprf 
to  the  problens,  real  and  perceived,  created  by  the  predatory  marketing 
practices  of  Omfirta  in  export  cf  barley. 

North  Dakota  is  perennially  the  largest  barley  producing  state .  Our 
barley  is  mfirkrtffi  into  naiy  imfkrls  -  the  imlting  barley  nazket,  feed  and  food 
markets,  and  since  the  advent  of  the  Export  TMHimnimL  Program  (SP) ,  a  stable 
export  market.  It  seems  tbat  no  mnttjpr  idiere  we  try  to  market  our  barley  in 
x-Hnnil  years,  i<ir>Jiri  it  be  dGmestically  or  overseas,  potential  buyers  tell  us 
the  Omridians  were  alreac^  there,  most  often  at  a  louer  pdae. 
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MenJjHrs  of  the  North  Dakota  Barley  Council  favor  free  trade .     However, 
becaiLSR  of  inequities  built  into  the  Iloited  States/Canada  FTA,    the  Barley 
O^inrHl  bas  qaioseri  the  agreeneat  in  its  present  form  prior  to  and  since  its 
isxjegtdaa.    Ihe  xeoeat  flprrisim  by  the  ranarti  an  government  to  remove  barley 
expca±s  from  the  sole  jurisdiction  of  the  Qnadian  Wheat  Board  magnifies  the 
■inp<rt-  of  namarii:m  barley  inpccts.     JapoaXs  of  f^madian  barley  depress  United 
States  bazley  prioes.    At  the  sane  time  Canadian  imposed  restrictions  such  as 
■inpTTi-  permits,  end  use  certificates,   denaturing  and/or  dyeing  of  potential 
U.S.    barley  enpocts  to  rsmart*  has  essentially  resulted  in  an  enbargo  on  U.S. 
barley  aTvl  oqproducts.     Predatory  pricing  and  licensing  of  malt  beverage 
■iiipirt-g  by  Canadians  precludes  our  bnamm  being  a  foroe  in  that  maitet.    Oader 
terms  of  the  Free  Trade  Agreement,    Canadi an  malt  beverage  sales  and 
f^^grT^^ll^^nn  IMS  essentially  remain  intact.     The  net  effect  is  to  allow  for  a 
nore  fiirit^  mwuiuuL  of  Ccwwdian  nalt  beverages  into  the  U.S.  market  urtiile  the 
Canadian  maitet  rRinins  dosed. 

T5»  ffestem  Grain  Transportation  Act  (WSm)  provides  for  substantial 
^J^uMrl^l^*1^  sufcsid^  ott  grain  moving  via  Owwdian  railroads.  This  aibsid^  allrws 
tte  positiaru^  of  <>nartian  grain  at  ea^xst  facilities  at  ejctremely  favorable 
cxapetitive  pdoes. 
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FIA  regulaticxis  restrict  tbe  ijse  of  tbe  Nestem  Gcaln  Traosportation  Act 
subGidies  in  t-hf»  movenent  of  grain  westward  for  esqxirt  into  tbe  Oodted  States . 
Dse  of  !->*»  subsictyr  on  eastward  movemeot  of  gcEiin  into  export,    including  U.S. 
destinations  is  not  restricted  by  the  FIA.     TbB  subsidfy^  is  so  lucrative, 
■jTiri-irsiUnng  are  it  is  being  used  to  rail  barley  from  Western  Canada  east  to 
TTBinr^anr  Bay  to  reoeive  this  subsidy,  then  railed  west  as  far  even  as  Winnipeg 
anri  t-hpnr»  rerouted  into  U.S.    markets.     The  transportation  subsidy  is  such 
^->^^^^  it  aUoHS  r:frvtfi^:m  imiHrig  barley  to  be  positioned  in  the  heart  of  the 
U.S.     IllPl^^■iTlg  barley  and  malt  production  areas  at  very  low  transportation 
costs. 

RestricticEis  piJWTPri  en  iise  of  the  Wfestem  Grain  TrdiintmMatinn  Act  st^yridy 
far  r-anar^ian  grain  dnports  into  western  Doited  States  does  not  preclude  the  ijse 
of  t-HJg  subsidy  far  inports  irrt-n  U.S.  off-dxire  markets  including  Pacific  Rim 
and  Ta^^n  Anerican  markets.  Of  prime  onnpm  to  U.S.  producers  is  the  use  of 
^>w3«y^  transportation  subsidies  for  Canadi  an  imports  into  Mexico  and  other 
barLey  inparting  oauntries  in  ii«i<t^  -i^^fn  with  U.S.  grain. 

lie  U.S.  mist  ^l^■i^-i^«»  EBP  to  conbat  the  Crinadi an  subsidy  system.  The 
rtinarKan  predatory  prTyTi«^  will  «^^r^^^T■lP  to  imdezndne  U.S.  domestic  and  export 
narkets  should  %»e  aHaw  this  situation  to  continue.  A  recent  OBCD  study 
pnnniiirlpri  Canada  rdiiiHiTi  are  more  heavily  subsidized  than  those  in  the  U.S. 
The  f>ny»rKans:  are  very  quick  to  riTastisp  the  U.S.  for  its  EBP  program,  although 
EBP  is  targeted  to  qpprnfir-  countries.  The  Canadians  also  have  an  EEP  program 
in  an  gn»rcmr^pri  fmnnn  —  it  is  "?'n«=f>  WHk  —  and  is  generic  to  all  ccxmtries 
including  priri-img  of  the  U.S.  OTncririPT-  that  fCSDV.  subsidy  amounts  to  cis  ouch 
as  C$30.00/Mr  for  all  barley  t^inTpH  to  eiqxirt  facilities,  coqpared  to  EBP  of 
around  IE  $35.00/Mr  to  selected  markets. 
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Canada  pezemially  is  t±e  major  source  of  U.S.  barley  iiifX3n:s.  AmiuaLL 
U.S.  barley  inpocts  «Rze  relatively  ndinr,  ttaree  to  six  "rininn  budiels,  prior 
to  inpl ffmpntation  of  DS/C^oada  Fm.  Since  that  time,  barley  iiqports  have 
incxeassd  aonally,  with  1992  inports  totaling  25  ndllioa,  almost  exclusively 
r>tiii  Canada. 

lia  rt»»  nain  ttaat  25  millinn  bnfj¥»1  inpmt  oey  -«tn»*"  relatively  small  at 
5.4  £mT»Mii  c£  U.S.  pcoductioa.  It  does,  hcwever,  represent  a  360  percent 
increase  in  inports  over  1986/87.  This  is,  hoMever,  only  a  part  of  tbe 
picture,  12.3  min-inn  v«i«aipig  inpocted  <*iT-i¥ij  1992  were  imTHng  barley  and  were 
sold  -JTit-o  tie  prendLun  l^a^^^ng  barley  market.  Ibis  amounts  to  about  ei^it 
£»jfi>:^it  of  our  ««gH-iTij  barley  imrtet.  Tbese  added  supplies,  delivered  to  tbe 
Isart  of  Uie  U.S.  nalt  pccdUctioa  area,  is  undoubtedly  a  reason  for  malting 
barley  prenduins  frequently  '-*'•' "g  less  than  the  5  percent  malting  barley 
assessBBOt. 

Anoial  tfer'Tarart  custons'  value  of  lm^^^ng  barley  inports  from  Canada  for 
the  period,  1988-1992,  averaged  $29.4  mi  11  ion.  Annual  value  ranges  from 
$9,482,000.00  in  1988  to  $40,308,000.00  in  1989.  During  this  same  five  year 
pgr-ifYj,  declared  value  cf ,  barL^  other  than  malting  barley  inports  averaged 
$8.5  milllan.  Tbtal  declared  value,  for  malring  and  other  barley  amounted  to 
$26.7  miiHr«,  1988;  $43.8  irillinn,  1989;  $33.7  millinn.  1990;  $44.5  million, 
1991  anl  $43.0  mininn,  1992.  these  figures  are  indicative  of  the  financial 
loss  to  U.S.    barley  r.«rinai-g  created  ty  Omadian  inports. 
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The  old  saying,  the  past  is  prologue  to  the  future,  d^jfeadrs  to  be  all  too 
true  xmder  curxently  anticipated  ranadi an  barley  export  policy.  August  1, 
1993,  is  the  date  set^  by  the  Owiadian  goverment  to  reooove  sole  authority  of 
barley  maxJceting  from  fCieat  Beard  jiiriadictiaa.  Ibis  st^  has  been  advocated 
by  seme  Omadian  barley  prolxsrs  for  several  years  but  has  been  resisted  by 
rfhm-  sectoFB  cC  the  total  Cfinadian  barley  inrtistiy.  It  has  been  felt  by  U.S. 
prodbcezs  ^>g^t-  i*riif»  the  infiiTir  of  Canadian  barley  has  been  increcusing,  the 
ftieat  Board  has  acted  with  restraint  and  been  a  stabilizing  influence  in 
l^irMUHiit  ing  an  all  out  ^»»riTij  pujgLdui  by  C^EBdian  barley  producers  and  trade . 
U.S.  producers  look  with  disasy  toward  the  final  removal  of  Wheat  Board 
influeDae  over  barley  esqxsrts  to  the  U.S.  Minimal  estimates  of  potential 
fvwcirtian  barley  imports  range  from  41  ""n-i""  biifd¥»1fi  to  as  hic^  as  100  millinn 
biislipls. 

fv>i-iTi  c^a±er  (1)  estimated  exports  of  Omadian  barley  to  the  U.S.  cculd 
inmppi-cap  to  900,000  MT,   OT  41  millinn  bu£tels. 

He  also  estinated  U.S.  barley  inport  dHimitl  elasticity  of  19.29;  mF?nning  a 
one  juan-wit  reduction  in  •'m''"'  prioe  will  result  in  a  19  percent  increase  in 
iiUmiL  voluDBB. 

Five  year  average  barley  inports  from  Canada,  1988-1992  calendar  years, 
(since  incqjtion  of  FD^  etjials  14.4  mjllim  bu^iels.  A  rise  in  isports  firom 
14  nriii-inn  v«»rfipig  to  41  ""ii-inn  biB^ipIs  is  a  differeocse  of  27  ""Ti-i'T"  budieLs. 
27/14  equals  193  pertHd  increase  in  iiqpmts.  193/19  equals  10  t)Hr«THiH.  dprlinp 
in  ill^^xi^L  price  recjiired  to  move  41  millinn  biB^¥»1s  into  the  U.S.  naztet. 
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As  inpact:  prirps  decLiue,  danestic  prioes  will  trend  downwaxxl  in  direct: 
yLUJULtJon  so  as  tx)  ramdn  oonpetitively  priced.  As  a  result,  a  ten  percent 
^far-1-irip  in  inpxct  prices  likely  will  result  in  a  frinrilar  reckictica  in  domestic 
prices.  Ibis  situation  will  lead  to  increased  government  budget  exposure 
through  increased  dpficinncy  peryments  and  EBP  poqiRnditures.  As  prices  decline, 
■irMTnn»»  Croii  tKBpayoBBt.  prcxSkJCtioa  also  declines. 


Evaluating  t±e  effect  the  41  minion  bushel  inport  wculd  have  on  U.S. 
bacLey  mazlaet  and  laxjLjLoa  oasts  is  not  pretty  to  oontaipLate.  Allowing  1392/93 
bazley  madkBting  year  figures  to  represent  a  reLatixeLy  noECiiBl  pattern  of  U.S. 
barley  supply  and  t^t'^amA  and  comparing  this  against  the  effect  increased 
iiqports  would  have  on  producers  inrrme  and  government  program  costs  is 
sumarized  here  and  in  atrartind  table. 

It  is  antdcip^sd  total  sudIjpb  of  barley  for  the  1992/93  MSf  will  amount 
to  597  minim  budiels.  This  itif^iiiHpg  12  million  bushels  from  inports,  456 
miiHrwi,  bi^iels  fran  1992  pajorfcirticn  and  129  nrillinn  biifaiRl  carry  over. 

A  TioT-mai  partPT"  of  use  based  on  the  edxjve  suj^ly  assunptions  and 
iTif^iiKtir^  tfjyiLts  of  80  "rinif"  bushels  would  result  in  a  carry  over  of  157 
minim  budels.  DeficieDcy  paymaots  fmnintad  to  56  cents  per  program  bu^iel 
with  total  U.S.  barley  deficieacy  ptynmLs  anrnnfing  to  $160  millicn. 
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Leaving  siqply/use  ccopanents  the  same  but  inmeasing  inports  to  41 
mill-inn  his^ipig  and  nBintaining  the  157  million  bushel  ending  supply  would 
require  ej^xirts  of  109  min-i"n  bushels.  It  would  result  in  a  9  oent  per  bii.shp1 
loss  in  barley  Pt*"!**  prioe  for  the  barley  producgr.  Deficiency  payments  would 
incieaae  9  "P"t-g  per  program  bushel  resulting  in  an  increeise  of  total  U.S. 
defideocy  peyment  of  $37  minim.  Ibtal  U.S.  farm  barlpy  income  loss  due  to 
diqpart  surge  nould  be  $14  millinn.  Gbaoge  in  costs  to  ISA  from  twapliup  wuld 
^mrunt-  to  $37  ""TT-i""  added  defirjpncy  payments  and  the  need  for  $23  million 
added  EBP  ei^snditures.  Older  this  qTMvrio  total  loss  of  producer  income  of 
$14  mill-inn  and  the  added  IHSl  ptugLdm  oosts  would  ammt  to  $74  million  were 
1992/93  barley  inports  iiii7HHHnl  from  12  to  41  minim  bushels. 

apprmrtrjTig  r>w»  tcpic  from  a  different  angle,  lesndng  su^iply  the  same 
including  the  41  min-im  h«*it»i  influx  of  ffinartian  barley,  but  allowing  ending 
stodcs  to  fig**'  and  no  EBP  eEIutt  to  ma-int-a-in  the  157  million  bushel  ending 
stodcs  we  find:  Produoer  price  would  drop  another  3  cents  for  a  total  of  12 
npnt-p  lost  -irmrmpi  per  bu^el  frcm  the  base  price.  The  producer  would  regain 
tanmp  of  the  added  pHnp  loss  through  deficiency  payments  but  this  would  only  be 
OQ  h-ig  ytt.\jLjLdUi  productioa.  ibtiooal  barley  producers  in  total  would  lose  $16 
ndUian.  Ocst  of  deEicdeDCY  pe^nents  to  ISX^  would  increase  to  $219  minion  or 
$59  min-inn  more  than  our  base  assutpticn.  TotsLLing  up  the  bill  for  this 
soBoacio:  producer  losses  %«ould  amount  to  $16  mi  11  ion,  USCA  losses  would 
amount  to  $59  "in-'"'  in  inrrpanprt  deficiency  payments  and  an  increased  EBP 
cost  of  $4  min-irgi  for  a  total  of  $79  min-Jn"  loss  to  producer  and  increased 
ISA  program  costs. 
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Please  realize  these  losses  are  calculated  on  only  a  41  million  bushel 
inport  total.  Tliis  being  true  thea  realize  what  the  cost  could  be  at  some  of 
the  higjber  levels  of  diqpocts  bping  forecast.  Hbat  oould  be  the  cost  at  the  100 
mill-inn  busdipl  level  suggested  by  some  authorities? 

carvtfiian  intPTests  baldly  point  out  that  their  barley  esqxirt  program  and 
esseatdaUy  their  suggested  so-called  Cbatineotal  mattet  are  ><*-i"g  targeted  on 
rhi»  T*Tit-art  states  nazket.  It  is  witb  chsigrin  that  we  find  our  own  industry 
sifpjrting  t-trin  t-imijii  process.  One  only  needs  to  review  the  increase  in 
r^B^mi  t^it-jgg  paid  to  inpact  nmaM:m  imlHng  barley  to  realize  the  truth  of 
^>1■ig  stateDEOt.  "nutzr*  increeises  reflect  increased  malting  barley  iiqport:8. 
Good  autlxscity  credits  a  T^n■i^lar^  states  maltster  vrith  announcing  to  a  room  of 
rtmaftian  bacLey  praduaers,  and  to  the  wsld,  that  Qmada  oould  have  ei^xxcted  an 
additiczBl  10  ™n^"n  t^wJipig  of  blue  imlHng  barley  to  the  TtiitPd  States  this 
past  year  if  titey  had  tried. 

Us  IE/Canada  Fm  is  ai^thing  but  "free"  as  far  as  the  Ubited  States 
pccduoer  is  oaaaezxied.  U.S.  barley  is  eBseotially  adazgoed  from  moving  into 
C^gada.  Ti*^»mai  rsstiictioQ,  end  use  oertifi  rates,  deoaturing/d^neing  grain, 
varietal  i-i«*«igiiig  and  other  ■irip-;><-iniic  ncn-tarif f  stipulations  effectively 
yusvoA.  movenent:  of  U.S.  barley  into  C&Bada. 
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Suggested  Feoaarse  tactics  oould  Inclixle: 

1.  U.S.  negotiators  assume  a  more  aggressive  posture  in  evaluating 
Omadian  inrprpietation  of  the  FIA.  Tlie  U.S.  nust  review  and  require 
carrectiaa  of  inequities  in  the  agreeneot.  Of  special  interest  would 
be  negotiations  to  terminate  the  Western  Grain  Transportation 
siihsidies  on  easbuard  movemeots  of  grain  destined  for  export:  to  ^>^f' 
TlritfTl  States. 

2.  Nsgotiatacs  mist  demEood  price  transparency  in  the  Canadi an  Pricing 
system. 

3.  Indusiaa  cf  end  use  nprrifi  rates  and/or  certificates  of  origin  for 
barley  inpmted  into  U.S.  oust  be  implemented  to  prevent  entry  of 
xnported  y^^^Tn  TTit~o  U.S.     mki » ir t   tjr54'in  stream. 

4.  ifiun.  nust  aggressively  use  EBP  to  effectively  ocnpete  with  subsidized 
Canadian  and  other  foreign  grain  imparts  into  U.S.  off-sbore  mazjcets. 
An  example  would  be  the  Mexican  iifrrtefc  where  Lxrfr igprirfati on  subsidies 
move  C^nadiaoa  barley  into  export  position  at  considerable  discount 
coqpared  to  movenoent  cf  U.S.     grain  into  acijacent  expctct  faniliHes. 

5.  DSCAABIR  oust  evaluate  the  potential  of  pursuing  legal  and/or  other 
recourse  ervecues  to  address  the  unfair  ocqpetitive  situation  enjoyed 
ly  Canadians  in  the  intetprtratifn  of  current  FIA  regulations. 
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6.  "Qie  North  ftnpTiran  Free  Trarle  AgreemBnt:  (NAFDV)  is  being  readied  for 
oiKjrtagrimal  apptxjval.  Infannal  zevieMs  indLcaCe  potentieil  hazards 
in  the  hrrlpy  rHynlafirrw.  Most  giai-iiMj  is  Mtp  opinicn  held  by  many 
that  the  tariff  free  qpc3ta  of  120,000  metric  tons  assigned  to  United 
States  barlpy  is  not  necsssarily  restricted  to  Dnited  States  barley. 
•QieEe  ct-liHiiiT.  to  be  intezpretaticns  that  indicate  ^h■iR  120,000  MT 
Cfjcta.  is  really  a  oontinental  qjota  and  f^marKan  barley  could  be  used 
to  fill  qpota  needs  as  veil  as  Ttiited  States  barley.  This  situation 
is  ^iTl^r»lf^raKl*»  and  nrigin  of  qxta.  barley  mist  be  specifically  stated. 

7.  f!ryn^  students  of  NAFIA  are  of  the  T"Tri«Tn  that  not  only  will  it  not  be 
restidcted  to  t*»*  tliree  oountrLes  curxeotly  inwolved,  Ibited  States, 
ranaHa  and  Mexico,   but  eventually  could  be  interpreted  ais  a 
>ipnri«3[*»»rir!  agreement  including  South  and  Central  America  and  even 
Australia.     Ibis  could  be  a  disastPir  in  tbe  making. 

(Attachments  •follow:) 


246 


ESriMTTD   IMPACT  OF  CANADIAN  BARLEY   IMPORT  SURGES  ON  U.S.   BARLEY 
FARMERS  AND  FARM  PROGRAM  COSTS 


IMPORT  SURGE 


ITEH 

Beginning  Stadu  (000.000  bu.) 
Production  (000.000  bu.) 
Uports  (000.000  bu.) 
Total  Supply  (000.000  bu.) 

Food/Seed/Industrlal  (000.000  bu.) 
Feed  (000.000  bu.) 
Exports  (000.000  bu.) 
Total  Use  (000.000  bu.) 

Ending  Stacks  (000.000  bu.) 

S-Honth  Feed  Barley  Price  (S/bu.) 

Fara  Prograa  Participation  Rate  (X) 

Deficiency  Payaent  Rate  (I/Bu.) 

Prograa  Payaent  Production  (000.000  bu.) 

Total  Deficiency  Paynents  (JOOO.OOO) 

Loss  In  Farm  Income  Due  to  Import  Surges 
Unprotested  Production  (000.000  bu.) 
Incose  Loss  Ptr  Bushel   (S/bu.) 

Total   Incoae  Loss  (tOOO.OOO) 

Change  in  Govemaent  Costs  Fre«  Baseline: 

Deficiency  Payaent  Rate  Increase  (t/bu.) 

Total  Deficiency  Payaents  Increase  (tOOO.OOO) 

EEP  Voluae  Increase  (000.000  bu.) 

EiP  Expenditure  Increase  (JOOO.OOO) 

Total    Increase  on  Goverraent 
eud;!t  Exposure  (SCCO.OCO) 

Total  Prieucjr  Irccae  L;s:  ■'  !.-icr;jse 
In  Geverr.nent  Extendi turts   (1000.000) 


ACTUAL  1992/93 

RETAIN  ENDING  STOCKS 

HARKEHNG  YEAR 

AT  157  HILUON  BU. 

129 

129 

456 

456 

12 

41 

597 

626 

165 

le 

195 

195 

80 

;09 

440 

469 

157 

157 

1.80 

1.71 

75.1 

80.0 

.56 

.e 

2SS 

303 

160 

197 

153 
.09 

U 


.09 

37 

29 

23 

60 

74 


ALUW  ENDING  STDOCS 
TO  FLOAT.  NO  EEP  OFFSET 

129 
456 

626 

165 
205 

455 

171 
1.68 
85.0 
.68 

322 

a9 


134 
.12 

16 


.12 

59 

5 

4 
63 

79 
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CMAOIAN  WHEAT  tOUO  FDUL  MTKMTS  TO  OSMEXS  (OtOP  TUKS) 
(FKH  CUSTOS  OrCRT  DATA  BASE)  (S/BUSHEU 


1991/92 


1990/91 


1989/90 


CMADA  t/W 

Halting  Barley 

(Sp«1al  Salect  SU  Iom) 

Ottar  Barlay 
(Siao 


us.n 


107.9 


142.79 


90.00 


201.41 


U4.3S 


Exetunge  Ratt 

Halting  Barley 

(Special  Select  Six  Rom)) 

Other  Barley 
(n  CIO 

•  Exchange  Rate 


X.SS 


IM 
2.17 


1.U 
3.72 

2.29 


HNaCETUe  TEAR  AVERAfiE  PRICE  RECEIVED  BT  NORTH  DNOOIA  PROOOCERS  (U.S.  t/bu.) 


Halting  Barley 
Feed  Barley 


1991/92 

2.00 
1.65 


1990/91 

2.10 
1.70 


1989/90 

2.48 
1.82 


248 


CUSTOMS  IWORT  VALUE  OF  BABLEY  FUCM  CANMM  (CAUNDAR  YEARS) 

(mm  OJSTOHS  import  data  base}  o/bushel) 


1988  1S89  1990  1991  1992 

Hilting  Barley  3.S2  3.89  3.47  2.S7  2.29 

Otter  Barley  1.69  2.87  2.29  1.80  1.B8 


VnU.  VALUE  (CUSTOMS)  CANAOIAN  DTORTS 


1988  1989  1990  1991  1992 

Halting  Barley  $9,482,000  $40,308,000  $32,314,000  $36,545,000  $28,155,000 

Other  Barley  $15,229,000  $3,505,000  $1,356,000  $7,941,000  $14,877,000 
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Statement  of  Neal  Fisher 

Deputy  Administrator,  North  Dalcota  Wheat  Commission 

Bismarck,  North  Dakota 


impact  of  imported  Grains 
on  U.S.  Wheat  and  Durum  Producers 


Good  morning  Mr.  Chairman  and  members  of  the  committee.   I  am  pleased  to 
have  this  opportunity  to  appear  before  the  subcommittee  and  to  testify  on  this  subject, 
which  has  become  increasingly  important  to  U.S.  wheat  producers. 

The  North  Dakota  Wheat  Commission,  which  represents  some  35.000  wheat 
producers  in  North  Dakota,  has  repeatedly  expressed  strong  concerns  about  the 
steadily  increasing  influx  of  foreign  wheats  and  other  grains.   Most  of  these  imports 
originate  in  Canada,  and  the  situation  has  steadily  worsened  with  the  implementation 
of  the  U.S.-Canada  Free  Trade  Agreement. 

The  movement  of  Canadian-produced  wheat  and  duaim  to  U.S.  processing 
centers  has  increased  dramatically  in  recent  years,  to  the  detriment  of  our  own  U.S. 
wheat  and  dunjm  producers.   In  the  current  1992-93  marketing  year.  USDA  estimates 
68  million  bushels  of  wheat  and  durum  will  be  imported,   in  the  first  10  months  of  the 
marketing  year  (June-April)  50.3  million  bushels  of  Canadian  wheat  and  durum  have 
already  moved  to  U.S.  destinations.  Estimates  for  the  recently  begun  1993-94 
mari<eting  year  suggest  imports  of  75  million  bushels  over  the  next  12  months. 

Many  key  policymakers  in  Washington  remain  unaware  of  the  seriousness  of 
this  situation.  This  fact  is  particulariy  troublesome  when  many  of  these  same 
individuals  and  government  agencies  are  pushing  the  adoption  of  a  North  American 
Free  Trade  Agreement  (NAFTA),  which  does  little  to  correct  any  of  the  existing 
problems  associated  with  U.S.-Canadian  trade.  Imports  of  Canadian  wheat  and 
durum  are  increasing  rapidly,  but  to  some,  the  current  import  level  seems  relatively 
insignificant  in  the  scope  of  the  total  U.S.  wheat  industry.    Under  such  a  casual 
observation,  the  dramatic  impact  on  the  U.S.  durum  situation  is  missed  entirely. 

Durum  imports  will  reach  an  estimated  26  million  bushels  in  the  current 
marketing  year.  The  vast  majority  of  these  imports  --  which  will  account  for  29  percent 
of  this  year's  total  domestic  usage  of  durum  -  originate  in  Canada.  This  year's  import 
volume  is  the  equivalent  of  27  percent  of  U.S.  durum  production,  but  it  also  negates 
58  percent  of  this  year's  export  sales  of  U.S.  durum. 

The  impact  on  producer  prices  and  incomes  from  this  invasion  is  obvious. 
There  is  not  a  domestic  processor  or  manufacturer  of  any  product  in  this  country  that 
would  not  protest  at  the  highest  levels  if  its  mari<et  share  was  intruded  upon  in  such  a 
drastic  manner  over  such  a  short  period.  Next  year  durum  imports  are  expected  to 
reach  30  million  bushels,  further  eroding  U.S.  durum  producers'  share  of  their  own 
domestic  market.  Just  six  years  ago,  durum  imports  into  this  country  were  virtually 
nonexistent. 
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This  rapidly  worsening  situation  obviously  has  serious  consequences  tor  U.S. 
duoim  producers.   Dunjm  wheat  has  txjt  one  single  and  very  specitic  end-use.  that  of 
pasta  production.   Durum  is  not  interchangeable  with  other  wheats  commonly  used  for 
bread  production.   With  these  specifically  defined  end  uses,  significant  imports  from 
any  source  constitute  serious  and  absolute  displacement. 

U.S.  durum  producers  have  become  increasingly  frustrated  with  these 
developments.  Prices  have  eroded  and  their  enthusiasm  for  producing  durum  has 
declined  accordingly.  This  trend  threatens  the  very  survival  of  the  industry. 
Approximately  85  percent  of  the  total  U.S.  durum  crop  is  produced  in  North  Dakota. 
Although  few  crop  alternatives  exist  in  this  region,  U.S.  durum  acreage  and  production 
has  declined  dramatically  in  recent  years. 

Durum  plantings  reached  nearly  6.0  million  acres  in  1981,  but  have  steadily 
declined  in  recent  years  to  a  low  of  2.1  million  acres  this  year.  Ironically,  the  U.S. 
pasta  industry  is  growing  rapidly.   Normally  that  should  imply  considerable  strength  in 
the  durum  market  and  prosperity  for  U.S.  durum  producers.  That  is  not  the  case,  due 
largely  to  growing  imports  of  Canadian  durum. 

U.S.  duoim  traditionally  trades  at  a  significant  premium  to  other  wheats,  due  to 
the  added  risks  of  production  and  marketing  of  this  specialty  wheat.  For  the  past  two 
seasons,  durum  has  instead  traded  at  a  25  to  30  cent  discount  to  other  wheats. 

This  year's  reduced  production  outlook  and  much  tighter  supply  and  demand 
situation  has  not  had  the  expected  effect  on  durum  prices  in  contrast  to  similar 
occurrences  in  the  past.  New-crop  bids  currently  reflect  a  slight  premium  to  hard  red 
spring  wheat,  which  competes  for  acreage  with  durum  in  the  primary  production 
region.  The  import  situation  has  so  clouded  the  outlook  that  producers  have  not 
responded  with  increased  plantings.  They  have  opted  instead  to  plant  spring  wheat, 
which  carries  less  risk  with  regard  to  end-use  quality  factors  during  production  and 
harvest. 

Mr.  Chairman,  my  written  testimony  contains  attachments  which  depict  an 
increase  in  durum  acreage  in  Canada;  the  contrasting  shift  in  plantings  from  durum  to 
spring  wheat  in  the  United  States;  the  rapidly  increasing  movement  of  Canadian 
durum  and  non-durum  wheats  to  U.S.  destinations;  and  the  individual  supply  and 
demand  situations  for  U.S.  wheat,  hard  red  spring  wheat  and  durum.  These  charts 
document  the  dramatic  increase  in  durum  imports,  but  also  describe  the  significant 
increase  in  imports  of  non-durum  wheats  that  have  also  occurred  in  recent  years. 

The  CWB  has  obviously  targeted  the  U.S.  market  as  a  viable  cash  market  for 
Canadian  wheat  and  durum  and  is  willing  to  employ  any  or  all  subsidies  and  other 
marketing  strategies  that  have  been  routinely  used  to  access  other  lucrative  offshore 
markets.  The  U.S.  government  must  challenge  these  practices. 
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U.S.  producers  were  apprehensive  at  best  when  the  U.S.-Canada  FTA  was 
negotiated,  but  were  routinely  told  that  many  of  the  obvious  flaws  would  be  corrected 
in  the  GATT  negotiations  or  possibly  in  the  negotiation  of  a  broader  North  American 
Free  Trade  Agreement  (NAFTA).  Their  apprehension  has  now  become  bitter 
disappointment  as  the  flaws  in  the  FTA  continue  to  haunt  U.S.  producers. 
Furthennore,  there  is  no  evidence  whatsoever  that  the  current  NAFTA  text  or  the 
Dunkel  text  of  GATT  do  anything  to  alleviate  these  serious  problems.  The  weak 
attempts  at  so-called  side  agreements  are  directed  almost  entirely  at  labor  and 
environmental  issues.  The  side  agreements  do  not  directly  mention  agriculture,  let 
alone  wheat  or  durum  producers'  concerns. 

It  is  well  known  that  the  CWB  maintains  a  single  desk  monopoly  in  the 
marketing  of  Canadian  wheat.  Under  CWB  control,  pricing  of  Canadian  wheat  for 
export  remains  highly  secretive  and  there  is  no  concept  of  price  transparency.  The 
CWB  routinely  obsen/es  the  contrastingly  open  price  discovery  process  of  the  U.S. 
marketing  system  and  then  offers  its  own  discounted  prices  to  prospective  customers. 
There  is  documentation  of  these  practices  on  file  in  U.S.  Wheat  Associates  offices  at 
various  locations  around  the  world.  This  selective  price  negotiating  authority  gives 
the  CWB  distinct  price  advantages  over  the  U.S.  producer  in  capturing  prospective 
sales  in  Mexico,  other  offshore  markets,  and  even  in  the  U.S.  market  -  a  situation  that 
is  certainly  injurious  to  U.S.  producers. 

The  Canadian  government  also  pays  transportation  subsidies  that  benefit 
Canadian  wheat  and  grain  producers.  These  rail  subsidies  provide  a  comparative 
advantage  to  the  CWB  in  accessing  export  markets,  including  the  United  States, 
Mexico,  Venezuela  and  a  host  of  other  markets.  These  freight-rate  advantages  allow 
Canadian  wheat  to  move  to  market  with  less  economic  burden  on  the  Canadian 
producer  than  that  taorne  by  his  U.S.  counterpart.  To  make  matters  worse,  these 
freight  subsidies  were  erroneously  labeled  as  domestic  subsidies  under  the  U.S.- 
Canada Free  Trade  Agreement  (FTA).  However,  when  used  to  position  wheat  at 
export  terminals  such  as  Thunder  Bay  for  eventual  shipment  to  the  United  States,  they 
without  a  doubt  become  an  export  subsidy. 

Canadian  producers  pay  C$8.78  per  ton  (C$.24  per  bushel)  to  ship  wheat  and 
durum  by  rail  from  the  Canadian  prairies  eastbound  to  Thunder  Bay  on  the  Great 
Lakes.  This  is  often  the  routing  by  which  Canadian  wheats  begin  their  move  toward 
various  U.S.  destinations,  easily  accessible  via  the  Great  Lakes  or  by  adjacent  rail 
systems.  These  freight  charges  represent  approximately  one-third  of  actual  freight 
costs  in  the  Canadian  system  with  the  remaining  two-thirds  paid  by  the  Canadian 
govemment  under  the  Western  Grain  Transportation  Act  (WGTA). 
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By  comparison,  a  U.S.  producer  in  North  Dakota  pays  US$22.00  per  ton 
(US$.60  per  bushel)  to  ship  wheat  and  durum  eastbound  by  rail  a  similar  distance  for 
domestic  or  export  consumption.   None  of  this  cost  is  shared  by  the  U.S.  government. 
In  effect,  Canadian  wheat  can  leave  the  bins  of  Canadian  producers  for  destinations 
overseas  or  in  the  United  States  at  comparatively  lower  market  prices  while 
maintaining  the  price  to  the  producer. 

There  is  a  serious  threat  that  the  gross  inequities  created  by  the  lack  of  price 
transparency  in  CWB  mari^eting  practices  and  Canadian  rail  subsidies  will  be 
grandfathered  into  perpetuity  through  the  NAFTA  text  that  is  currently  under 
consideration.   U.S.  wheat  producers  cannot  acceprt  or  support  NAFTA  under  these 
circumstances,  despite  the  potential  for  expanded  export  market  possibilities  in 
Mexico.   Under  current  conditions,  the  CWB  has  captured  more  than  75  percent  of  the 
Mexican  market.  Yet,  the  Canadian  challenge  to  traditional  U.S.  market  share  in 
Mexico  goes  unanswered.  Mexico  remains  ineligible  for  a  U.S.  export  enhancement 
program  (EEP)  authorization  while  CWB  pricing  and  delivery  schemes  in  the  Mexican 
market  continue  to  defy  logic  and  geography.  Canadian  landed  prices  are  consistently 
less  than  U.S.  offers  for  similar  wheat  shipped  from  Gulf  of  Mexico  ports. 

The  negative  effects  of  increased  imports  and  the  unfair  trading  practices  of  the 
CWB  in  third  country  martlets  are  serious  in  their  own  right.   However,  the  negative 
implications  go  beyond  threats  to  production  and  profitability  of  the  U.S.  wheat 
industry.  The  net  effect  of  unlimited  imports  is  the  virtual  gutting  of  U.S.  farm 
programs.   In  the  area  of  price  support,  the  potential  benefits  of  set-aside  provisions  of 
present  and  future  U.S.  farm  legislation  are  severely  limited  if  not  eliminated,  by  the 
seemingly  endless  supply  of  foreign-produced  grains.  Canada  produces  larger 
quantities  of  both  durum  and  spring  wheat  than  the  United  States  does  and  has  a 
much  smaller  population  and  domestic  consumption  base. 

Increased  imports  also  threaten  the  sanctity  and  effectiveness  of  U.S.  export 
programs.   U.S.  and  foreign  grains  can  potentially  be  commingled  in  the  U.S.  grain 
handling  system.   Export  programs  aimed  at  maintaining  U.S.  market  shares  abroad 
have  been  the  lifeblood  of  U.S.  exports  in  recent  years.  Without  programs  such  as 
EEP,  GSM-102  or  GSM-103  and  the  PL-480  program,  U.S.  wheat  and  grain  exports 
would  be  a  mere  fraction  of  what  is  anticipated  in  this  marketing  year. 

Provisions  of  the  1990  Farm  Bill  state  that  only  commodities  produced  entirely 
in  the  United  States  are  considered  eligible  for  participation  in  U.S.  government 
assisted  export  programs.   U.S.  exporters  must  certify  that  all  grains  exported  under 
such  provisions  are  of  U.S.  origin  to  rightfully  assure  that  U.S.  taxpayer  funds  are  not 
used  to  export  foreign  origin  grains  through  U.S.  ports,  thus  undermining  program 
intent. 
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The  need  for  monitoring  the  flow  and  usage  of  imported  grains  has  increased 
with  the  incidence  of  foreign  grain  imports.  One  concept  in  monitoring  and  certifying 
this  information  is  the  end-use  certificate  legislation  proposed  in  Congress  during  the 
last  session.  Under  provisions  of  this  system  the  importer  of  record  would  be  required 
to  detail:  the  end-use  of  the  grain,  either  for  feed  or  milling;  the  assignee  and 
destination  of  the  grain;  the  quantity  and  quality  of  the  grain  imported;  and  the  mode 
of  transportation  designated  for  deiivehng  the  grain.  Once  the  grain  had  been  milled 
or  consumed,  the  importer  or  assignee  would  report  that  information. 

The  country  of  Canada  currently  employs  a  system  of  very  stringent  end-use 
certification  procedures  for  foreign  (U.S.)  grains  entering  Canada.  The  Canadian 
government  lists  as  primary  among  its  reasons  for  this  end-use  certification  process, 
the  need  to  maintain  the  integrity  of  its  production  and  marketing  system.   It  therefore 
seems  logical,  given  the  importance  of  exports  and  U.S.  export  programs  to  U.S. 
wheat  producers  and  the  national  economy,  that  the  U.S.  government  should  expect 
no  less  in  assuring  the  sanctity  of  its  own  domestic  and  export  programs.  The  U.S. 
should  implement  such  a  program  to  monitor  and  certify  the  flow  and  use  of  imported 
grains. 

The  authorization  of  Mexico  as  a  participant  in  EEP  would  also  constitute  a 
major  step  toward  enabling  U.S.  wheat  producers  to  effectively  compete  in  that 
market.  The  export  subsidies  and  monopolistic  pricing  practices  of  the  world's  wheat 
marketing  boards  have  gone  unchallenged  for  far  too  long.  The  CWB  has  employed 
its  own  version  of  export  subsidies  for  many  years  and  has  recently  expanded  that 
effort  into  the  Mexican  market,  capturing  most  of  what  has  been  a  traditional  U.S. 
export  market.   By  not  using  EEP  in  Mexico,  the  United  States  has  literally  handed  a 
major  growth  market  to  the  CWB. 

The  bi-national  dispute  panel  process  proved  to  be  a  great  disappointment  to 
U.S.  durum  and  wheat  producers,  but  it  did  expose  the  gross  inequities  that  were 
negotiated  in  the  U.S.-Canada  FTA.   If  left  unaddressed,  CWB  subsidies  pose  a 
continued  serious  threat  to  U.S.  producers'  market  share  in  the  U.S.  domestic  market 
and  to  other  growth  martlets  in  Mexico,  Latin  America,  Africa,  Europe  and  Asia.  The 
scope  of  EEP  should  be  expanded  as  part  of  a  broader  strategy  to  address  this 
situation. 

Thank  you  again,  Mr.  Chairman,  for  this  opportunity  to  air  our  concerns  over 
these  important  trade  matters.   If  you  have  any  questions  I  will  be  happy  to  try  to 
clarify  any  of  my  remari<s  or  address  any  topics  that  may  have  been  overiooked. 
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SHIPMENTS  OF  CANADIAN  WHEAT  TO  THE  UNITED  STATES 


ALL  WHEAT 

DURUM 

SPRING 

Marketing  Year  > 

000  MT 

Mil.  Bu. 

000  MT 

Mi 

.Bu. 

000  MT 

Mi 

LBu. 

(June-May) 

1982-83! 

126.9 

4.7 

0.0 

0.0 

126.9 

4.7 

1983-841 

62.5 

2.3 

2.6 

0.1 

59.9 

2.2 

1984-851 

235.4 

8.6 

0.0 

0.0 

235.4 

8.6 

1985-86 

317.5 

11.7 

0.0 

0.0 

317.5 

11.7 

1986-87  j 

477.2 

17.5 

58.8 

2.2: 

418.4 

15.4 

1987-881 

298.8 

11.0 

163.8 

6.0 

135.0 

5.0 

1988-891 

366.2 

13.5 

208 

7.6 

158.2 

5.8 

1989-90 

303.7 

11.2 

165.3 

6.1 

138.4 

5.1 

1990-91 

609.6 

22.4 

310.6 

11.4 

299.0 

11.0 

1991-921 

839.0 

30.8 

375.2 

13.8 

463.8 

17.0 

(June-Apr.)  1992-93 1 

1370.2 

50.3 

421.9 

15.5 

948.3 

34.8 

Source:  Canadian  Grain  Commission 
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CANADIAN  SHIPMENTS  OF  DURUM  TO  THE  UNITED  STATES 
U.S.  Marketing  Years  -  Monthly 
(000  Tons  and  Million  Bushels) 


1986-87 

1987-88 

1988-89 

1989-90 

1990-91 

1991-92 

1992-93 

Tons 

Bu. 

Tons 

Bu. 

Tons 

Bu. 

Tons 

Bu. 

Tons 

Bu. ,  Tons 

Bu. 

Tods      Bu. 

Jane 

0 

0.2 

18.7 

(0.7) 

2.0 

(0.1)1 

9.9 

(0.4) 

32.8 

(1.2) 

50.3    (1.8) 

July 

0 

1.7 

(0.3) 

29.4 

(1.1) 

14.7 

(0.5) 

18.5 

(0.7) 

18.8 

(0.7) 

41.7    (1.5) 

August 

0 

13.2 

(0.5) 

27.7 

(1.0) 

18.7 

(0.7) 

9.0 

(0.3) 

24.4 

(0.9) 

58.8    (1.9) 

September 

0 

1 

10.3 

(0.4) 

13.9 

(0.5) 

15.4 

(0.6) 

23.9 

(0.9) 

7.5 

(0.3) 

35.2    (1.3) 

October 

0 

21.9 

(0.8) 

282 

(1.0) 

13.1 

(0.5) : 

33.0 

(1.2) 

32.2 

(12) 

39.6    (1.5) 

November 

6.5 

(0.2) 

17.3 

(0.7) 

13.9 

(0.5) 

26.6 

(1.0). 

38.8 

(1.4) 

30.9 

(1.1) 

37.1    (1.4) 

December 

6.8 

(0.3) , 

25.4 

(0.9) 

13.5 

(0.5) 

25.5 

(0.9) 

32.0 

(1.2) 

42.6 

(1.6) 

62    (1.7) 

January 

5 

(0.2) 

13.1 

(0.5) 

10.8 

(0.4) 

5.4 

(0.2) 

57.4 

(2.1) 

31.1 

(1.1) 

18.2    (0.7) 

February 

4.7 

(02)' 

14.9 

(0.5) 

11.4 

(0.4) 

4.9 

(0.2)  i 

8.4 

(0.3) 

24.8 

(0.9) 

26.7    (1.0) 

March 

13.7 

(0.5)  i 

21.6 

(0.8) 

12.1 

(0.4) 

1.3 

(0.1) 

25.9 

(0.9) 

25.6 

(0.9) 

22.5    (0.8) 

April 

11.9 

(0.4)  i 

9.9 

(0.4) 

24.2 

(0.9) 

9.9 

(0.4) 

17.0 

(0.6) 

60.7 

(2.2) 

37.8    (1.4) 

May 

10.2 

(0.4) 

8.9 

(0.3) 

4.2 

(0.2) 

27.8 

(1.0) 

32.8 

(1.2) 

43.8 

(1.6) 

Total 

58.8 

(2.2) 

163. 

(0.6) 

208.0 

(7.6) 

165. 

(6.1)  i 

310. 

(11.4) 

375. 

13.8) 

1 
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CANADIAN  DURUM  PRODUCTION 


YEAR 

ACREAGE 

YIELD 

PRODUCTION 

(Million  Acres) 

_(Bu./AcreI 

(Million  Bu.) 

1976 

3.5! 

30.0 

i 

1                   105.0 

1977 

1.8 

26.1 

47.0 

1978 

3.7: 

28.3 

104.8 

1979! 

2.8' 

23.6 

66.1 

1980: 

3.3: 

22.7 

74.8 

1981  i 

4.2! 

26.0 

109.4 

1982! 

3.7 

31.0 

114.7 

1983: 

3.5! 

27.5 

96.3 

1984 

4.2; 

18.7 

76.6 

1985 

4.3 

16.7 

71.9 

1986 

4.6! 

31.4 

148.7 

1987 

5.41 

27.3 

147.5 

1988' 

5.6  i 

12.9 

73.1 

1989 

6.5; 

23.3 

150.6 

1990; 

5.21 

31.1 

162.0 

1991 

4.9  i 

33.5 

164.3 

1992 

3.7; 

32.0 

115.3 

1 0  Year  Average 

4.8! 

25.1  ! 

120.6 

5  Year  Average : 

5.2: 

25.6  i 

133.1 

19931 

3.61 

1 

30.01 

; 

108.0 

NDWC  6/7/93 
NF45 


Minneapolis  Cash  Pri 


For  Dark  Northern  Spring  and  Hard  Amber  Durum 
$  per  metric  ton 

220' 
200 
180 
160 
140 
120 
100 


85/86        86/87        87/88        88/89        89/90        90/91        91/92        92/93 

Year 


NDWC  1/15/93 
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U.S.  DURUM  PRODUCTlOll^ 


> 


Planted 

Harvested 

"n 

Area 

Area 

Yield 

Production  I 

Year 

(Million  Acres) 

(Bu./Acre)  _ 

22.4 

_(M[I. 

Bu.) 

^108.4 

1980 

5.5 

4.8 

1981 

5.9 

5.8 

32.4 

183.0 

1982 

4.2 

4.2 

34.9 

145.9 

1983 

2.6 

2.5 

2^ 
32)1 

73.0 

1984 

3.3 

.3.2 

103.4 

1985 

3.2 

3.1 

36.4 

112.5 

1986 

3.0 

2.9 

33.2 

95.4 

1987 

3.3 

3.3 

28.2 

92.6 

1988 

3.3 

2.9 

15.7 

44.8 

1989 

3.8 

3.7 

25.1 

92.2 

1990 

3.6 

3.5 

34.9 

122.1 

1991 

3.4 

3.2 

32.5 

104.0 

1992 

2.5 

2.4 

40.0 

97.2 

lOYr.  Avg. 

3.6 

3.5 

28.2 

98.6 

5  Yr.  Avg. 

3.5 

3.3 

27.6 

91.1 

1993 

2.2 

2.1 

28.0 

59.0 

•Early  Estimate  (Unofficial)  for  Discussion  Only. 


U.S.  SPRING  WHEAT  PRODUCTION 


VDWC  "/19/93 
NF203 


Planted 

Harvested 

Production 

Year 

Area 

Area 

Yield 
JBu7Acre)  _ 

25.3 

(Million  Tons) 

(Million  i 

Acres) 

All  Spring" 

HRS 

1980 

17.5 

14.6 

370.5 

312.0 

1981 

17.1 

16.6 

30.6 

505.3 

464.0 

1982 

16.4 

16.1 

33.8 

545.5 

492.0 

1983 

11.7 

11.3 

31.7 

358.5 

323.0 

1984 

12.5 

12.2 

35.3 

431.0 

409.0 

1985 

14.6 

13.7 

35.4 

485.1 

460.0 

1986 

15.1 

14.6 

32.3 

472.2 

451.0 

1987 

13.7 

13.3 

33.7 

449.7 

431.0 

1988 

13.4 

10.5 

19.5 

205.5 

181.0 

1989 

17.8 

17.0 

28.8 

489.7 

433.0 

1990 

16.7 

15.9 

36.7 

583.1 

555.0 

1991 

15.6 

15.1 

33.4 

504.6 

431.0 

1992 

18.8 

18.1 

41.8 

755.1 

702.0 

lOYr.  Avg. 

14.8 

14.0 

32.3 

452.5 

417.0 

5  Yr.  Avg. 

15.4 

14.4 

31.0 

446.5 

406.0 

1993* 

19.0 

18.2 

32.0 

580.0 

540.0 

•Early  Estimate  (Unofficial)  For  Discussion  Only 
•'includes  all  spring  wheat  other  than  durum. 
(Typically  25-30  Mil.  Bu.  of  white  spnng  wheat) 


/ 
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U.S.  WHEAT  SUPPLY  AND  DEMAND 

(Million  Bushels) 


> 


-_ 

Est 

%  Change 

Beginning  Stoclcs 

90-91 

91-92 

92-93 

93-94* 

92-93/93-94 

536 

866 

472 

510 

*    8 

Production 

2.736 

1.981 

2.459 

2,508 

+    2 

(Imports) 

(37) 

(41) 

(68) 

(75)' 

+  10 

Total  Supply 

3.309 

2.888 

2.999 

3,093 

♦    3 

Domestic  Use 

1.375 

1.135 

1.148 

1.210 

+    5 

Exports 

1.068 

1,281 

1.340 

1 .225 

-    9 

Total  Use 

2.443 

2.416 

2.488 

2,435 

-    2 

Ending  Stocks 

886 

472 

510 

658 1 

Stocks/Use  Ratio  % 

35 

20 

21' 

27  j 

+  29 

Protected  Average  Price 

$2.61 

$3.00 

$3.25 

$2.55-2.95 1 

•USDA  5/1 1/93 


>   ^ 


^ 


.MDWC  5/1*93 
NF5U 


U^.  WHEAT  SUPPLY  AND  DEMAND 
(Million  Busiieis) 


, 

Prtte. 

; 

1 

MDWC 

% 

nigiMluTlnrfci 

M4S! 

.S54M: 

■M7 

S7-8S 

t»^» 

89.90 

fMl 

•1-92' 

92-93 

»>■•«• 

Chawt 

314  1 

371 

498 

490 

402 

219 

155 

277 

128 

163 

♦  27 

PraoscnM 

409j 

4«0I 

451 

431 

181 

4.331 

555 

4311 

702 

5401 

-23 

aapottt) 

(2)1 

(7)i 

(7) 

(6) 

(7) 

<7)i 

(7) 

(17) 

(32) 

45^ 

+  41 

TottlS>M7 

725! 

8381 

956 

927 

590 

660! 

717 

725i 

863 

748 

-13 

DoMAk  Um 

171 

174  1 

266 

270 

176 

225; 

239 

217! 

269 

2351 

-11 

Espora 

183 

1661 

200 

255 

195 

2m 

201 

.3801 

430 

3301 

•  24 

ToI^Um 

354 

340i 

466 

525 

371 

•^i 

440 

596  t 

699 

565 

-19 

EadiagSloclu 

371  i 

498 

490 

402 

219 

1.55 

277 

1281 

163 

183 

+  12 

snituao% 

105  1 

i 

146 1 

1 

105 

77 

59 

31 

63 

221 

23 

32 

1 

*UiK>fficial  Estimates  For  Discussion  Only. 
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U.S.  DURUM  SUPPLY  AND  DEMAND 
(Million  Bushels) 


Beginning  Stocks 

88-89 

89-90 

90-91 

91-92 

92-93 

Prelim. 
NDWC 
93-94* 

% 
Change 

83 

60 

50 

62 

55 

44 

-20 

Production 

45 

92 

122 

104 

97 

65 

-33 

(Imports) 

(11) 

(13)1 

(19) 

(19) 

(26) 

(30) 

+  15 

Total  Supply 

139 

165' 

191 

185 

178 

139 

-22 

Domestic  Use 

59 

60 : 

76 

85 

89 

85 

-    4 

Exports 

20 

55 

53 

45 

45 

40 

-  12 

Total  Use 

79 

115! 

129 

130 

134 

125 

-    7 

Ending  Stocks 

60 

50 

62 

55 

44 

14 

-68 

S/U  Ratio  % 

76; 

44; 

48 

43 

33 

'Unofficial  Estimates  For  Discussion  Only. 
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June  11,  1993 


Lawson  Jones 

President,  U.S.  Durum  Growers  Association 

Rt  2  box  90 

Webster,  North  Dakota  58382 

Dear  Committee  members, 

1.  Canadian  imports  of  durum  wheat  can  be  reduced  to  zero 
by  raising  the  wheat  marketing  loan  l^YZ^  ^°  $3.50  per 
bushel**  for  durum  wheat  produced  on  105^  percent  of  the 
producers  five  year  durum  acreage  history.   The  U.S.  Durum 
Growers  Board  of  Directors  believe  this  market  loan  level 
should  also  float  with  the  changes  in  the  Producer  Subsidy 
Equivalents  of  the  Canadian  Free  Trade  Agreement.   Such  a 
market  loan  level  would  impact  the  budget  much  the  same  as 
the  current  combination  of  Export  Enhancement  Program  and 
deficiency  payments.   Some  transitional  EEP  may  be  required 
however,  in  the  initial  phases  of  the  program  change. 

Our  competitors  treat  each  class  of  wheat  differently, 
we  should  do  likewise.   The  program  we  have  in  place  now,  is 
working  in  reverse  quickly  for  durum.   We  should  be  bold, 
pro-active  and  seek  a  refocused  direction  of  change  starting 
with  the  smallest  class  of  wheat,  durum. 

2.  Canadian  durum  imports  continue  to  increase  and  continue 
to  capture  domestic  market  share.   The  imports  continue  to 
dissuade  producers  from  raising  durum,  the  1993  planting 
intentions  bear  that  out.   Canadian  imports  have  robbed  U.S. 
producers  of  income  opportunities.   No  longer  is  the  a  price 
premium  regularly  available  to  cover  the  increased  risks  of 
producing  durum  wheat. 

3.  Area  cooperative  are  struggling.   They  continue  to  seek 
out  competitiveness  in  a  highly  efficient  U.S.  grain  system. 
Canadian  grain  coming  into  the  U.S.  places  them  in  a  dilemma 
of  providing  service  to  their  member  patrons  and  addressing 
the  influx  of  another  countries  production.   This  grain 
influx  only  serves  to  complicate  competitiveness  goals. 

4.  End  use  certificates  should  be  required  for  imported 
grain  to  the  U.S.   We  need  to  maintain  integrity  in  our  food 
aid  and  market  development  export  programs  with  the  American 
people.   Also  Canada  requires  end-use-certificates  for  grain 
entering  their  country.   Vice  versa  should  be  a  matter  of 
equality  and  fairness. 
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5.  The  Canadian  Wheat  Board  is  an  unregulated  monopoly.   It 
also  has  the  ability  to  draw  upon  the  Canadian  treasury 
without  representation  of  the  people  of  Canada.   The  U.S. 
government  has  failed  to  understand  how  this  type  of 
organization  operates  and  the  strategies  that  are  perused. 
An  unregulated  monopoly  sets  goals,  not  to  enter  markets 
with  competitiveness  in  mind,  but  rather  to  bolster  its 
existence  with  those  it  represents.   The  monopoly  sets  goals 
to  cheat  the  International  system  of  grain  trade  in  anyway 
it  can.   Secretive  pricing  schemes  and  nonmarket  schemes  are 
examples  of  these  goals  sought  by  an  unregulated  monopoly. 
These  goals  of  the  monopoly  are  very  detrimental  to  U.S. 
grain  producers  as  well  as  the  one  billion  malnourished 
people  of  the  World. 

The  World's  efficient  producers  are  denied  opportunity 
by  heavy  subsidizes  like  Canada.   The  World's  food 
production  abilities  are  choked  down  and  so  is  the  economy 
of  Canada  by  these  subsidy  funding  demands.   In  90-91  it 
cost  each  Canadian  citizen  over  $20  each  for  Canada  to 
maintain  the  Canadian  Wheat  Board  secretive  pricing  schemes. 
The  World  should  seriously  question  the  trend  of  increased 
frequency  of  Canadian  Wheat  Board  wheat  pool  deficits  and 
insist  on  a  open  traded  system. 

6.  The  NAFTA  must  be  renegotiated.   It  places  trade 
barriers  where  there  were  none  before.   Worse  yet  it 
institutionalizes  the  mistakes  of  the  Canadian  Free  Trade 
Agreement.   We  must  have  free  and  fair  trade,  we  must  get 
common  sense  back  as  a  component  of  these  trade  agreements. 
The  U.S.  competitive  factors  of  favorable  climate,  fertile 
soils,  well  defined  transportation  system,  aggressive 
research  programs  and  efficient  information  dissemenation 
methods  are  all  negated  when  common  sense  is  absent  among 
our  trade  negotiators  and  agreements. 

7.  EEP  should  be  used  in  the  Mexican  market  to  attempt  to 
balance  the  parasitic  actions  of  an  out  of  control 
unregulated  monopoly  such  as  the  CWB.   It  is  extremely 
unfortunate  that  the  State  Department  continues  to  "run 
over"  other  decision  making  agencies  of  the  U.S.  government 
such  as  USDA  and  USTR.   Did  State  forget  the  country  voted 
for  change  in  92? 
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Mlniiesota  Association  of  Wheat  Growers 

2600  Wheu  Dove  •  Red  Lake  RUIs.  MN  56750 

Tekphane:  218/^3-4511  or  800/242-6118  •   FAX  218/253-4») 


TMtimony  by  lio«l  K]Mbo,  PiMidwit,  MinwMti  AssadaUon  of  WImbI  Qrow ra 

UJS.  Heua»of  Rinwntrtlvn  SuboommlttM  on  Gaiwral  Faim  ConunodMao 

HMrine  on  Canadtan  grain  importa.  Juna  12, 1999,  Moortiaad,  Minn. 

Mr.  Chainnan.  membars  of  me  Suboommtiee.  my  name  is  Hoat  Kjeibo.  I  farm  near  Wendal, 
Mim..  and  ourrenHy  saive  as  president  of  (he  Minnesota  Associiion  of  Wheat  Qrowers.  an 
organtzalion  ot  about  1.000  wtwat  giOMrers  in  Minnesota. 

I  would  liice  you  to  imagine,  for  a  moment,  how  you  would  feel  as  a  producer  seeing  a  foreign 
goremment  in  the  truck  ine  ahead  of  you  lelng  wheat  to  your  local  elevator  or  youf  beat 
customer  and  taking  a  kjwar  than  posted  price.  Imagine  unit  trains  fled  with  foreign  grain  roaring 
past  your  own  grain  bins,  headed  for  customers  that  should  have  been  yours  given  a  ckiser 
maifcet  proKiinly. 

hkiw  quit  imagining,  and  meal  Canada,  the  garage<«ale  wheat  exporter.  Transportation 
subsides,  advartages  bull  in  through  the  1989  U.S.-Canada  Free  Trade  Agreement,  secret, 
manipulallve  prfdng.  and  the  ibliy  to  openly  rtvimr  posted  U.S.  wheat  prices  at  every  elevator, 
port,  and  board  of  trade  in  the  Unied  Stales  have  given  Canada  and  its  Wheal  Board  a  vinual 
dMng  board  ir«o  our  domestic  artd  tradRionai  wheat  markets. 

In  the  1982-83  maikating  yaar.  4.7  mOon  bushels  of  wheat,  all  daseee,  were  shipped  into  the 
United  Stataa  from  Canada,  aeeoiding  to  the  CenadianQraIn  Commission.  That  amount  has 
risen  to  a  pfojaded  60  mBon  bushels  in  the  1992-93  maikeling  year.    U30A  projects  that  m  the 
1993/94  mailiating  yeer.  wheat  irrpoits  from  al  sources,  wlh  the  vast  maieny  ftom  Canada.  wiH 
dirrb  to  75  mHon  bushels.  Given  the  currant  trend.  100  mMon  bushels  of  wheat  wil  be  sh^iped 
annually  Mo  the  UntadSlalaa  by  the  year  2000.  Thai  wi  aboU  match  the  amount  of  wheat 
Minnaaou  produoea  amualy. 

We  beleve.  aUwugh  rs  dNouk  to  dalannine.  that  mote  grain  is  coming  across  US  bordara 
than  is  being  raportod.  given  the  dMfcuKy  of  tracking  wheal  aold  through  the  Canadian  Wheal 
Boerd  wd  intisassJ  daed  sriaa  outside  typical  marketing  channels.  For  exatnple,  last  fal  a 
polce  oMcer  stopped  a  tnick  and  aami^railar  wih  Canaditfi  plates  for  a  traffic  violatton  in 
Halocfc.Mbin..w»ilch  is  about  20  mleekom  the  CMadivt  border.  The  officer  asked  what  the 
driver  was  hauling.  The  tnidr  driver  said  the  cargo  was  fartlizar.  The  offioer  inspeaed  the 
cargo,  however,  and  tound  wheat.  The  tnjck  was  turned  back  to  the  bonier  and  fnad. 

Canadian  impoiis  add  to  our  annual  carryover,  a  maior  datarminani  of  our  ptioe,  and  threaten  to 
undermine  the  integrity  of  our  domestic  support  programs.  Eventhough  wheat  prices  are  low  in 
the  United  Stales,  our  prices  naverthelaas  era  more  attractive  to  Canadian  producers  who  wan 
more  freedom  to  sel  Into  U.S.  markets.  Unlesa  the  Canadwi  situation  is  addressed.  U.S.  wheat 
may  very  wel  enter  the  svnequagmira  which  mires  oats  In  the  Unfted  States.  Thatis.  alow 
farm  price  cauaed  in  pan  by  imports  discaurages  domestic  production,  and  imports  keep 
increasing  to  fW  the  void  of  shrinking  domestic  production. 
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Aside  from  tha  U.S.  ma(1(«(,  the  Canadian  Wheat  Board  as  a  monopoly  uses  fr«ighl  subsidies 
and  Internal  pricing  practices  to  deliver  wheat  to  Mexico,  countries  in  Latin  America  and  South 
America,  and  ciher  maritets  at  prices  below  U.S.  offers.  For  example,  the  United  States 
traditionally  has  held  about  65  percent  of  the  Mexican  wheat  inport  market.  However,  the  U.S. 
marketshare  in  Mexico  dropped  close  to  25  percent  In  the  1 991  -92  marketing  year,  while  Canada 
captured  about  75  percent  of  the  Mexican  market.  This  past  markebng  year,  fewer  txishels  ol 
high  protein  milling  wheat  to  sell  prompted  the  Canadians  to  back  away  from  swaying  credK- 
based  customers  with  undercutting  prices,  and  instead  concentrated  their  marketing  efforts  on 
cash-paying  customers.  The  U.S.  regained  some  credit  business  including  that  of  Mexico  as  a 
result.  However,  more  normal  crop  conditions  this  year  will  allow  the  Canadian  Wheat  Board  to 
step  up  its  free  wheeling  pricing  ways. 

Canadian  government  rail  subsidies  under  the  Western  Grain  Transportation  Act  amount  to  50 
cents  per  bushel,  or  about  $20  per  ton.  Globally,  this  contnbutes  to  unfair  competition  that 
translates  into  lost  marketshare  for  U.S.  wheat  growers.  Each  one  percent  drop  in  global  wheat 
marketshare  equals  about  a  1 0-cent  drop  in  our  domestic  wheat  price,  according  to  a  USOA 
source.  Thus,  a  1 0  to  1 5  percent  loss  of  our  market  share  equals  a  $1 .20  to  $1 .50  toss  in  price. 

It  stands  to  reason  that  the  ever-present  profit  motive  offers  little  reason  for  large  U.S.  grain 
companies,  shippers,  wheat  users,  and  even  our  local  country  elevators  to  complain  about  the 
availability  of  cheaper  Canadian  grain.  However,  we  producers  can  identify  with  the  same  hurt 
and  economic  pinch  fell  by  our  endangered  small-town  merchants  that  watch  helplessly  as  their 
business  Is  enticed  away  by  shopping  malls  in  larger  cities. 

The  Minnesota  Association  of  Wheat  Growers  offers  the  following  points  to  consider  In 
addressing  the  Canadian  problem: 

1 .  Target  the  Export  Enhancement  Program  to  inckide  traditional  U.S.  markets,  such  as  Mexico 
and  Venezuela,  that  have  been  whittled  by  Canada.  Included  in  our  written  testimony  is  page 
501  of  the  1990  Fann  BOI  text,  which  refers  to  answering  unfair  trade  practices.  Language  under 
TWe  III,  Sections  302a  and  302c.  says  that,  (quote)  "The  Secretary  shall  cany  out  EEP  to 
discourage  unfair  trade  practices  by  foreign  countries  and  to  encourage  the  development, 
maintenance,  and  expanston  of  US.  export  markets.  Export  incentives  shall  be  made  to  the 
extent  necessary  to  counter  or  offset  the  adverse  effect  of  unfair  trading  practices.  Priority 
should  be  given  to  sales  in  tradMonal  markets  for  U.S.  convnodities.*  (unc^jote)  We  woukJ 
appreciate  it  if  this  language  was  passed  along  to  our  uncooperative  frtends  in  the  U.S.  State 
Depanment. 

2.  In^ment  an  enckise  certHfctle  on  grain  entering  the  United  States  from  Canada  to  prevent 
the  commingling  of  grain  and  protect  the  integrity  of  U.S.  export  programs. 

3  Seek  an  end  to  Canada's  use  of  the  Western  Grain  Transportatton  Act.  Recently,  the 
Canadian  Government  has  proposed  shifting  Its  payment  of  transportatbn  subsidies ,  the  so- 
called  "Crow's  Nesr  grain  otfes.  from  railways  to  Canadian  producers.  However,  this  wouw  not 
resolve  outstanding  U.S.-Canada  trade  issues.  The  transportation  subsidy  must  be  ended,  not 
shifted. 

4.  Oppose  the  North  American  Free  Trade  Agreement,  or  seek  a  side  agreement  to  address  the 
concerns  US.  wheat  growers  have  with  Canadian  trading  practk»s  and  the  U.S.-canaoa  r-ree 
Trade  Agreement. 
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5.  Impiarmn  afaderai  Study  on  ttw  lMsi)ity  Of  jnoMporadng  Canada's  Grass  Revonue 
Insurance  Progiam  (GRIP)  or  a  similar  pregraminihauniadStatM.  Such  maans  may  put  th« 
U.S.  producar  on  n«r»  aqual  footing  «nih  advantages  put  forth  to  producers  by  ttM  Canadian 
Govenvnent. 

6.  Actively  pursue  consultations  with  Canada  to  estat)iishequteble  grain  trade  policy  A 
satisfactory  resolution  to  the  price-setting  poUdes  of  the  Canadian  Wheat  Board  and  the  use  of 
eastbound  transportation  subsides  must  be  the  product  of  these  tafcs.  A  provision  was  made  tor 
both  sets  of  consultations  in  the  implemeising  legislation  and  the  statement  of  administrative 
action  for  the  U.S.-Canada  Free  Trade  Agreement;  Nether  has  occurred. 

7.  Seek  action  to  end  the  iniunr  incuned  by  U.S.  wtteat  growers  resulting  from  unfair  Canadian 
pridng  and  aibsidws.  Action  might  include  a  oourlervaling  duty  based  on  the  case  of  grain 
dumping,  or  pursuing  Section  22  proceedings.  The  U.S.  Government  must  not  be  bound  by  the 
definition  of  lubsidias  by  the  faufted  binational  dunim  dtoputa  panel  decision  made  earlier  this 
year. 

8.  Should  any  or  all  of  the  previousty^mentioned  measures  not  be  impiefTMnted  or  prove  to  be 
inadequate,  ttwn  the  Minnesota  Association  of  Wheat  Growers  urges  the  repeal  of  the  U.S.- 
Canada f=rBe  Trade  Agreement 

Many  of  the  points  outlned  today  are  not  new.  U.S.  wtieal  and  barley  growers  have  been 
raising  concerns  about  mourting  Canadian  grain  imports  and  caling  for  acdon  on  trade  inequities 
since  the  U.S.-Car«da  Ree  Trade  Agieemert  wes  enacted.  However,  what  is  new  is  an 
administFation  that  Is  wMng  to  haer  our  story,  ^4o«them  Plains  lawmakers  have  dene  an  excellent 
job  over  the  years  of  bUboardng  the  Canadian  grain  issue  on  Capitol  Hill.  iTs  very  encouraging 
for  those  of  us  in  the  wtieat  and  barley  trenchee  to  see  ttial  finaHy .  the  ettanc*  of  legislative  reief 
isathand.  h  is  Indeed  needed.  To  be  sura,  there's  not  one  fanner  m  thisreomor  inthefieUas 
I  speak  who  doeeni  question  how  long  hel  be  able  to  continue  farming  with  tow  prices  and  rising 
production  costs.  We  look  fonward  to  your  wortdng  with  the  administration  in  resolving  our 
ooncems. 

(Attachments   follow:) 
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601 

Tmx  m— Rbpomsc  to  U>itaui  Tslaob  Prachcb 

Fitrpom  of  auUtondm 

SoetioD  301  of  the  1978  Act  ttotai  that  this  titlt  muthomac  the 
Secretary  to  cany  out  progrmm  to  meat  the  UJS.  agzicuituzal  tnde 
policieB  directed  at  foreign  ua£ur  trade  practipee. 

£apert  tnhaneemgnt  prr^ram  to  eombal  an/oir  trade  pracHcta 

SeetioB  302  of  the  1978  Act  replacee  eaetion  1203  of  Che  Agricui- 
turml  and  Food  Act  of  1981  end  aeetioa  U27  of  the  Food  Security 
Aetafl96&.- 

Section  3Q2(a)  providee  that  the  Secretary  afaeH  carry  out  a 
export  enhanottnent-  pxogram  (SEP)  to  diaamrage  unfair  tr*'^* 
prMpt^ce*  Kv  farwiyn  eaiiTttp—  and  to  eBCouiage  the  development. 
in^wn^T>«w^yja«|i«nainii  of  U-Sl  export  marketa. 

Seetvm  90'iffi)  autbenaee  the  ^ecietaiy  to  pnnde  acncoltural 
ooaaoditiaa  or  tUndi  to  IJ^S.  esportext,  uaen  or  proee«on  under 
this  pragmn. 

Section  302(e)  olaboratee  the  Uxae  and  condiCions  of  the  export 
enbancameat  program,  fitport  iaoenti^ea  a^"  H  "**'*•  *^  t*** 
extent  niPBieary  to  coqnter  or  onaet  um  yj^****^  ^fliwet  af  anfair 
jorega  cr***^  .rrBrao— ;  ^ch  incenav—  anonid  maiti  VS.  ajpieul- 
rrw4f7«Aiftin«wil»i^  w^iUhU  ^  the  woxM  xuarkefc  pnoe  in  the  for- 
eign market.  Priorltr  riioaid  be  ^iven  to  aelea  in  tredJ^JTHf^  ^*^ 
_leeti  for  XJ3.  eaamodmm.  The  seer^taiT  attau  avoid  diapUcament 
"^  naoal  U.S.  baTKabovi  end  (aki  reamable  prerantiona  to  m- 
-vent  the  leteki  or  tranaahipnieBt  of  the  eaiantad  commodxtiea.  T3ie 
Secretary  ahaU  take  action  to  nwat  the  domeacie  naen  from 
being  plaoed  at  a  oompetitzve  oaadvaatage  compered  to  foreign 
paroKBiefB  of  a  agncuttoral  eommodxtiaa  reoaiving  iaflentivei.  The 
cost  of  frti^t  may  be  induded,  and  eommoditiei  diSnent  ftom 
those  m  the  tranaaction  may  be  prefvided  at  inoencivea. 

SeetioB  302(d)  prohibita  the  pox^aae  of  agtkultazal  ooomoditiee 
eridy  for  nee  under  thia  piugram. 

Section  S02(e}  diracti  the  Seerelaxy  to  carry  oat  thia  progzmm 
•through  ^le  OOC.    ' 

Section  802(10  exemptiEEP  iBitiBttvee.ftom  the  price  restrictioM 
normally  required  of  OCC^a  oae  of  i-thj y*«««^** tr 

Section  a02(g)  providee  that  the  authority  for  thic  program  is  ii} 
Tiidit^ni  to  exiattox  authoritiaa* 

Saettoa  302(h)  tvqulrea  that  the  Secretary  oatahJiah  certain  ad* 
Diniatirative  procedurea  for  reviewing  tranaartinnt,  bonuaoa  and  ex- 
porter daima.  Partidpanta  aball  permit  the  Secretary  to  have  com- 
pUte  oceeee  to  recorda  relatsd  to  the  aenatmace  daring  and  for  5 
yeare  after  poxtidpation* 

Section  3020  requiiea  the  SeereCazy  to  make  available  at  leeat 
10  percent  of  the  program  incentives  for  aelea  of  valuo-edded,  fbrti- 
fledTor  high-value  produeta. 

Setf  en  302(P  providee  that  the  Corporation  ahaU  make  available 
each  incentivea  aa  ara  neceaaazy  to  carry  out  the  program  in  yeurs 
1991«95. 
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Statement 
of 
Gerald  Lacey 
Vice  President 
National  Barley  Growers  Association 

President 
Minnesota  Barley  Growers  Association 


Mr.  Chairman,  Members  of  the  Committee,  I  am  Gerald  Lacey, 
a  barley  grower  in  the  Red  River  Valley  near  Campbell. 
Minnesota.   I  am  currently  President  of  the  Minnesota 
Barley  Growers  Association  and  Vice  President  of  the 
National  Barley  Growers  Association  (NBGA).   NBGA  is  a 
grower  membership  organization  including  barley  producers 
from  Minnesota,  North  Dakota,  Montana,  Oregon,  Washington 
and  Idaho.   This  block  of  six  states  annually  produces  80 
to  85%  of  the  total  U.S.  barley  crop. 

I  would  like  to  base  my  testimony  today  on  three  (3)  major 
points  of  interest  that  are  of  major  concern  to  U.S. 
barley  farmers: 

1.  Elimination  of  the  5%  malting  barley  assessment 

2.  Export  Programs 

3.  Increase  in  barley  costs  of  production 

Each  one  of  the  points  that  I  will  address  today  are  in 
some  way  tied  to  the  problem  U.S.  barley  farmers  are 
facing  with  the  increase  of  Canadian  barley  coming  into 
the  United  States.   The  problems  U.S.  barley  farmers  are 
facing  with  the  influx  of  Canadian  barley  reflect  the  same 
concerns  that  the  other  affected  commodities  are 
experiencing.   Simply  put,  the  opportunity  to  gain  a  fair 
profit  from  the  market  has  been  taken  away  from  United 
States  farmers  by  allowing  subsidized  grain  to  enter  the 
United  States  and  erode  our  marketing  opportunities.   Not 
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only  is  Canada  undermining  United  States  exports  in  the 
international  market  but  they  are  stealing  the  domestic 
market  away  from  us  right  under  our  noses. 

Point  CI I   5%  Malting  Barley  Assessment 

The  Food,  Agriculture,  Conservation  and  Trade  act  of  1990 
instructed  the  United  States  Department  of  Agriculture  to 
place  a  S\   assessment  or  tax  on  malting  barley  produced  on 
farms  that  are  participating  in  the  production  adjustment 
program.   To  Minnesota.  North  Dakota  and  South  Dakota 
farmers  that  tax  amounted  to  approximately  10  cents  per 
bushel  or  $5.00  per  acre.   This  tax  is  deducted 
automatically  from  barley  producers  final  deficiency 
payment.   This  tax  has  proven  to  be  not  only  a  pain  in  the 
side  for  barley  producers  but  also  an  administrative 
nightmare  for  the  Agriculture  Stabilization  and 
Conservation  Service  (ASCS). 

When  the  spread  between  malting  barley  prices  and  feed 
barley  prices  is  less  than  10  cents,  farmers  are  forced  to 
sell  their  malting  barley  into  the  feed  market  for 
economic  reasons.   This  5%  tax  has  shifted  sales  of 
malting  barley  into  the  feed  channels  and  lowered  the 
price  of  feed  barley.   The  net  effect  is  increased 
government  deficiency  payments  which  negate  the  income  the 
government  receives  from  the  imposed  tax.   (Mr.  Chairman. 
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I  respectively  request  that  this  detailed  critique  of  the 
malting  barley  assessment  be  made  part  of  the  record). 

What  does  the  5%  malting  barley  assessment  have  to  do  with 
Canadian  barley  imports  into  the  United  States? 
Canadian  malting  barley  is  not  subject  to  the  5%  malting 
barley  assessment.   Not  only  do  U.S.  barley  farmers  have 
to  compete  against  subsidized  Canadian  freight  rates  but 
we  also  get  penalized  10  cents  per  bushel  to  sell  into  our 
own  market.   If  we  continue  down  this  road  of  madness  we 
will  in  effect  turn  our  malting  barley  market  over  to  the 
Canadian  government. 

In  summary,  we  offer  the  following  points: 

1.  The  Assessment  program  is  not  cost  effective. 

2.  The  Assessment  program  is  difficult  to  administer. 

3.  The  Assessment  program  has  upset  normal  market  and 
trade  practices. 

4.  The  Assessment  program  gives  the  Canadian  government 
and  unfair  trade  advantage  over  U.S.  barley  farmers. 
This  will  make  it  impossible  for  us  to  support  the 
North  American  Free  Trade  Agreement  because  Canadian 
barley  will  be  sent  through  our  United  States  malting 
houses  on  into  Mexico  filling  our  negotiated  quota. 

He  recommend  that  this  committee  mandate  the  Secretary  of 
Agriculture  to  immediately  use  his  discretionary  authority 
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to  set  the  assessment  at  OX. 

Point  •2<   Export  Prograss 

Cargo  Preference... 

One  of  the  questions  I  am  asked  by  ay  fellow  producers  is 
'Why  do  we  have  to  subsidize  the  Maritime  Industry  with 
dollars  that  were  meant  to  be  used  for  commodities?" 
It  seems  like  agriculture  takes  the  heat  and  the  Maritime 
Industry  takes  the  money.   The  regulation  requiring  75%  of 
Food  for  Aid  shipments  be  placed  on  United  States  flag 
ships  has  to  be  changed.   If  the  United  States  Maritime 
Industry  needs  help  to  remain  competitive  in  the  shipping 
industry,  let  them  present  their  own  case  to  Congress  and 
stop  riding  on  the  backs  of  the  farmers. 

Export  Enhancement  Program. . . 

The  current  system  used  to  issue  Export  Enhancement 
Program  initiatives  and  the  system  used  to  approve  Export 
Enhancement  Program  contracts  is  too  slow.   Sales  of 
United  States  commodities  are  being  lost  to  our 
competitors  as  United  States  governmental  agencies  hold  up 
the  approval  process  strictly  for  political  reasons. 
President  Clinton  and  Secretary  Espy  have  stated  in  many 
major  addresses  that  they  approve  of  an  aggressive  export 
program,  yet  major  Export  Enhance  Program  initiatives  for 
the  new  marketing  year  have  yet  to  be  released.   According 
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to  our  sources,  Israel  is  currently  in  the  market  looking 
for  barley.   Past  history  proves  Israel  is  a  strong  buyer 
of  United  States  barley.   However,  United  States  producers 
will  lose  this  barley  sale  opportunity  if  an  Export 
Enhancement  Program  initiative  is  not  made  available  to 
Israel  soon. 

We  urge  the  Committee  to  do  whatever  is  possible  to 
streamline  the  Export  Enhancement  Program  process  and  make 
it  more  responsive  to  market  rather  than  political 
conditions.   We  also  urge  the  Committee  to  allow  Secretary 
Espy  the  authority  to  use  the  Export  Enhancement  Program 
to  combat  Canadian  subsidized  sales  of  grain  into 
traditional  United  States  markets.   The  United  States 
cannot  sit  idly  by  as  sales  of  subsidized  Canadian  grain 
undermines  our  markets. 

Point  #3 1   Increase  in  barley  costs  of  production 

As  our  elected  agriculture  lawmakers,  we  look  to  you  to 
assist  us  in  controlling  the  rising  costs  of  production. 
Be  it  the  5%  malting  barley  assessment,  the  proposed  BTU 
energy  tax,  the  proposed  barge  tax,  increased  grain 
inspection  fees,  etc.,  they  all  add  up  in  the  end  to  leave 
United  States  farmers  at  a  competitive  and  comparative 
disadvantage  to  producers  in  foreign  countries.  We  have  to 
stem  the  flow  of  government  mandates  with  hidden  costs  to 
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the  producer  attached  to  them.   Hew  environmental  rules 
and  regulations  have  taken  over  the  mind  set  in 
Washington.   In  the  past  few  years  farmers  have  had  to 
deal  with  Swampbuster,  Sodbuster,  Wetlands,  fuel  tanks, 
low  sulfur  fuels  and  user  fees... to  many  to  list.   All 
these  rules  have  increased  our  cost  of  production.   Yes. 
Everybody  wants  a  pure  and  pristine  world  and  the  United 
States  should  and  does  lead  by  example.   But  common  sense 
must  prevail.   The  cost  of  preserving  our  wetlands  and 
wildlife  should  be  paid  from  the  general  fund  not  paid 
solely  by  the  producer.   We  recommend  the  Committee 
implement  a  special  grant  or  investment  tax  program  to 
assist  producers  In  acquiring  conservation  equipment  that 
will  enable  them  to  comply  with  the  new  conservation 
programs. 

People  pride  the  American  farmer  as  being  the  most 
efficient  producer  in  the  world,  but  even  the  most 
efficient  producer  can  not  survive  if  he  is  a  high  cost 
producer.   Economics  of  scale  fall  by  the  wayside  as 
burdensome  costs  eat  away  at  the  efficiencies  of 
production.   By  the  time  you  add  all  these  costs  up  there 
is  nothing  left  to  live  on.   American  farmers  deliver  a 
low  cost,  safe  product  each  year  to  American  consumers. 
But  don't  forget  gentlemen,  the  world  has  managed  to  eat 
every  crop  farmers  have  raised. 
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The  National  Barley  Growers  Association  and  the  Minnesota 
Barley  Growers  Association  would  like  to  thank  the 
Committee  for  allowing  us  the  opportunity  to  present  our 
views  today. 


(Attachment  follows:) 
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The  Malting  Barley  Assessaant  Prograa 

The  Pood,  Agriculture,  Conservation  and  Trade  Act  of  1990  provid- 
ed for  an  assessment  to  be  levied  on  producers  of  salting  barley 
that  are  participating  in  the  production  adjustaent  progran. 
This  was  to  help  offset  costs  associated  with  the  calculation  of 
barley  deficiency  paynants  using  the  average  narket  prices  for 
feed  barley  rather  than  the  all  barley  price. 

The  assessment  is  calculated  after  total  payment  for  planted  and 
conserving  use  for  pay  acres  has  been  calculated.  Deficiency 
production  for  pay/92  or  barley  grown  on  flex  acres  is  not  sub- 
ject to  the  malting  barley  assessment.  In  Idaho,  Minnesota, 
Montana,  Korth  Dakota  and  South  Dakota,  the  assessment  per  bushel 
is  established  at  the  smaller  of  5%  of  the  2£a^  weighted  average 
market  price  of  malting  barley  for  the  first  5  months  of  the 
meurketing  year  or  the  final  barley  deficiency  rate  subject  to  the 
$50,000  payment  limitation.  In  the  other  States,  the  assessment 
par  bushel  is  established  at  the  snallar  of  5%  of  the  national 
weighted  average  market  price  of  malting  barley  for  the  first  5 
months  of  the  marketing  year  or  the  final  barley  deficiency  rate 
subject  to  the  $50,000  payment  limitation. 

The  final  bzurley  deficiency  paynent  is  reduced  by  the  amount  of 
the  assessment.  The  assessment  applies  to  the  production  on  the 
planted  acreage,  unless  the  producer  proves  that  the  production 
was  used  for  feed  or  seed  and  not  malting  pxorposes.  This  is  done 
by  the  producer  filing  an  ASCS-658,  with  supporting  evidence. 
The  county  office  is  required  to  spot  check  the  ASCS-658 's. 

The  5%  malting  barley  assessment  continues  to  cause  producers, 
especially  in  North  Dakota,  South  Dakota  and  Minnesota  to  market 
and  increased  quantity  of  eligible  malt  barley  as  feed.  This  is 
because  the  malting  barley  premiums  are  too  close  to  the  malting 
barley  assessment  rate.  The  1992  assessment  rate  for  Minnesota 
was  10  cents  per  bushel;  North  Dakota  was  9.4  cents;  South  Dakota 
10  cents;  Montana  16.2  cents;  and  Idaho  was  16.4  cents.  The 
remainder  of  the  U.S.  (Arizona,  California,  Colorado,  Michigan, 
Oklahoma,  Oregon,  Utah,  Washington  and  Wyoming)  was  assessed  at 
the  rate  of  11.95  cents  per  bushel.  It  is  interesting  that  a 
gross  assessment  collection  of  $15M  in  1991/92  netted  only 
$7.019M.  This  is  after  the  farmers  filed  their  ASCS-658 's  and 
the  necessary  adjustments  were  made. 
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The  National  Barl«y  Growars  Aasociation  believes  that  the  malting 
barley  assessaent  should  be  reviewed  in  terms  of  cost  effective- 
ness. It  is  MBGA's  contention  that  rather  than  furnishing  a  net 
gain  for  the  U.S.  Treasury,  the  program  is  counterproductive, 
costing  the  government  money  every,  year.  The  following  is  the 
rationale  that  we  wish  to  place  before  the  Administration  and  the 
respective  Congressional  Agriculture  Committees. 

*  «  «  *  * 

U.S.  average  price  for  feed  barley  over  the  two  crop  year  opera- 
tional span  of  the  1990  Farm  Bill  which  authorized  the  malt 
barley  assessment: 

Fiscal  year/ 
crop  vaar  £cl£fi 

1990/91  $1.95 

1991/92  $1.88  (seven  cents  lower  than  90/91) 

1992/93  $1.80  (eight  cents  lower  than  91/92) 

USDA  estimates  that  each  one  cent  differential  in 
average  feed  barley  price  equals  3  million  dollars. 
Thus,  the  seven  cent  drop  in  price  in  91/92,  raised 
deficiency  payment  costs  $21  million  and  the  eight  cent 
drop  in  92/93  will  cost  $24  million  in  deficiency 
payment  increases. 

It  is  fair  to  say  that  the  seven  cent  drop  in  average  feed  barley 
prices  was  not  solely  the  result  of  the  skewed  barley  marlcet 
caused  by  the  assessment.  Grain  markets  are  influenced  by  a 
number  of  factors,  but  the  \inder lying  principles  of  supply  and 
demand  remain  as  the  dominant  forces  that  determine  market  lev- 
els. 

The  accompanying  charts  (A  6  B)  show  very  graphically  that  the 
presence  of  the  assessment  affected  the  individual  farmer's 
marketing  strategy  to  the  extent  that  there  was  a  dramatic  shift 
of  barley  away  from  malting  use  and  into  feed  usage.  It  sees 
inexplicable  that  the  influence  of  the  assessment  was  a  major 
factor.  NBGA  economists  are  convinced  that  at  least  75%  of  the 
market  drop  is  traceable  to  the  assessment.  That  would  account 
for  5  cents  out  of  the  7  cent  decline.  Using  the  generally 
accepted  measure  of  $3  million  per  every  penny  that  the  deficien- 
cy payment  is  increased  because  average  market  prices  were  lower, 
that  means  that  the  government  actually  had  a  net  loss  of  $8 
million  rather  than  gaining  $7,019  million  as  USDA  has  announced. 

$.05  increase  in  deficiency  payment  x  $3  million  »  $15  million 
USDA  calculates  a  net  gain  of  $  7  million 

Actual  net  loss  to  government  *  $  8  million 
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However,  CBO  is  reluctant  to  agree  with  our  estinate  of  75% 
attribution  of  price  drop  to  the  assessment.  Our  response  is 
that  even  if  the  aarket  influence  was  only  50%  (or  3.5  cents), 
that  would  still  account  for  an  increased  deficiency  paynent  cost 
of  $10.5  million  and  change  the  equation  to  this: 

$.035  increase  in  deficiency  payment  x  $3  Billion  -  $10.5  million 
USDA  calculates  a  net  gain  of  $  7.0  nillion 

Actual  net  loss  to  gcvemaent  »  $  3.5  nillion 

The  question  then  becomes:  would  the  feed  barley  price  recover  if 
the  assessnent  were  removed?  As  previously  mentioned,  grain 
markets  respond  in  large  measure  to  supply  and  demand.  We  are 
certain  that  if  the  assessment  were  removed,  farmers  would  imme- 
diately revert  to  their  usual  pattern  of  marketing  for  the  malt 
preniun  if  possible  and  the  chart  line  for  feed  sales  would  dip, 
triggering  a  similar  reversal  of  the  price  trend  line.  A  three 
to  four  cent  upswing  in  price  is  all  that  would  be  needed  to  out- 
gain  the  net  from  the  assessment. 

In  addition,  we  would  be  remiss  if  we  didn't  refer  to  the  admin- 
istrative costs  accruing  to  the  assessment.  They  have  been 
characterized  as  insignificant,  but  our  research  at  the  state  and 
county  level  causes  us  to  attach  significance  to  them.  (see 
attached.)  Our  figures  show  that  for  the  spot  check  requirement 
alone,  the  costs  approach  the  half-million  dollar  mark.  To  that 
could  also  be  added  other  costs  as  outlined  by  the  letter  from 
the  Oregon  State  ASCS  office  (see  attached). 

In  summary,  we  offer  the  following  points: 

1.  The  program  is  not  cost  effective, 

2.  The  program  is  extremely  difficult  to  administer. 

3.  The  program  has  tended  to  upset  normal  market 
prices  and  trade  practices. 

4.  The  program  has  necessitated  a  large  volume  of  ASCS 
and  farmer  paperwork  -  ii^ich  in  the  end  result,  has 
been  unproductive. 

NBGA  feels  that  the  Congress  should  mandate  that  the  Secretary  of 
Agriculture  set  the  assessment  at  0%  and  that  the  Congressional 
Budget  Office  score  that  action  as  a  net  savings  to  the  budget 
reconciliation  calculations. 
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ASSESSMENT  INCOME  ASSUMPTIONS  BY  USDA  FOR  OUT  YEARS 


1992  (actual) 

7.019  M 

1993 

6.9M 

1994 

8.3M 

1995 

8.4M 

1996 

8.6M 

1997 

8.SM 

1998 

9.1M 

UNITED  STATES  AVERAGE 
FEED  BARLEY  FRICE 

1983/84  $2.46 

1984/8S  S2.23 

1985/86  $1.90 

1986/87  $1.52 

1987/88  $1.64 

1988/89  $2.28 

1989/90  $2.06 

1990/91  $1-95 

1991/92  $1.88 

••1992/93  $1.80 
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Oon0«rvativ«  Bstlaata  of  Qcnmrrmmt  Costs  for 
^ot  OMcklog  italt  Barley  AssessBsnt  Co^llsncs  on 
Proqraa-Partlclpating  Fs 


87,379.00     total  U.S.  coi^lying  bar lay  faraa 
.15     raquirad  «  of  apot  chacka 


13,106.00  faras  to  apot  chack 

X     2.0  hrs  aan  boura  par  chack 

26.213.00  total  flald  hours 

X     $12/hour  avaraga  vaga  pliia  banaflta 


$    314,556.00 


13,106.00  faraa  to  apot  chack 

X  50  Biles    travel 

655,300.00  miles 
X  $.2S/ru.l9  travel  expensaa 


$   163,825.00 
$   163,825.00 
9   478,381.00      TOTAL 
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statement  Of 

DAN  LAUTENSCHLAGER 
NORTH  DAKOTA  GRAIN  GROWERS  ASSOCIATION 

Chairman  Johnson,  Representatives  Pomeroy  and  Peterson,  on  behalf  of  the  NDGGA  I 
want  to  thank  you  for  coming  out  here  to  hold  this  field  hearing.  I  am  Dan  Lautenschlager, 
president  of  the  North  Dakota  Grain  Growers  which  represents  both  wheat  and  barley 
concerns.  Obviously,  our  growers  are  being  most  directly  affected  by  Canadian  imports. 
When  hearings  like  these  are  held  in  D.C.  I  would  guess  you  have  more  people  in  the 
hearing  room  from  Canadian  interest  groups  than  those  of  us  who  experience  first  hand  the 
cause  and  effect  of  those  hearings.  We  feel  fortunate  to  have  the  National  Association  of 
Wheat  Growers,  WETEC  and  the  National  Barley  Growers  working  on  our  behalf  in  D.C, 
but  as  I  understand  it  we're  outnumbered  there.  That  is  why  we  appreciate  the  tri-state 
congressional  delegations  represented  here  today.  We  want  to  provide  you  with  the  facts  and 
anecdotal  information  you  need  to  "fix  what  is  broke"  in  this  Free  Trade  Agreement,  so  that 
as  you  consider  the  fast  track  in  NAFTA  we  don't  add  insult  to  injury. 

Since  the  statistical  information  is  readily  available  from  our  experts  in  all  three  states,  I  am 
going  to  talk  about  what  I  think  from  my  first  hand  experience  as  a  farmer  who  lives  just 
80  miles  from  the  Canadian  border. 

To  your  seven  questions,  I  guess  I'd  have  to  say  we've  talked  these  questions  through  at  any 
number  of  meetings,  seminars  and  panels.  What  appears  to  be  the  result  of  these  discussions 
is  more  wh^at,  barley  and  barley  fed  livestock  coming  into  our  domestic  markets.  However 
we  have  two  new  developments  ifor  this  discussion:  the  recent  announcements  that  Canadian 
farmers  can  sell  barley  directly  into  the  U.S.  without  going  through  the  Canadian  Wheat 
Board  and  that  the  Crow  Rate,  making  the  U.S.  market  even  more  lucrative  to  Canadian 
growers,  will  become  a  direct  payment  to  farmers  rather  than  to  railroads. 

My  questions  to  you  are  do  these  changes  impact  the  CUSTA  sufficiently  to  allow  the  U.S. 
to  pursue  protection  under  Section  22?  And  do  these  most  recent  actions  suffice  to  show 
that  these  actions  are  impacting  domestic  policy  in  the  U.S.?  Increased  deficiency  payments 
due  to  reduced  prices,  and  increased  demand  on  EEP  outlays  should  prove  that  Canadian 
actions  are  driving  changes  in  domestic  policy,  but  you  and  I  know  that  knowing  something 
is  wrong  in  this  U.S.-Canadian  Free  Trade  Agreement  does  not  resolve  the  fair  trade  issues. 

When  we  sit  down  with  our  Canadian  colleagues,  they  admit  to  the  advantage  they  have 
selling  for  a  better  price  than  they  can  get  via  their  traditional  channels.  How  can  we  fault 
them  for  finding  a  way  to  take  advantage  of  our  trade  agreement?  We  have  always  been 
ingenious  at  finding  ways  to  maximize  our  benefits  in  our  own  farm  programs.  Farmers  wits 
have  been  sharpened  by  having  to  survive  despite  regulations  and  red  tape.  What  fiiistrates 
us  is  that  the  Canadians  plugged  all  of  the  avenues  for  U.S.  farmers  benefitting  from  their 
system  and  provided  a  one-way  greased  chute  for  their  production  into  the  U.S. 

Perhaps  the  End  Use  Certificate  can  help  us  identify  numbers  and  make  better  cases  when 
we  pursue  a  complaint.  However,  Charlie  Mayer,  the  Canadian  Ag  Minister,  this  week  said 
he  would  concede  the  need  for  End  Use  Certificates  for  our  grain  into  Canada,  which  may 
make  the  question  moot.  But  until  that  happens,  I  think  we  need  to  push  for  the  certificates. 
As  long  as  the  grain  industry-including  our  coops-finds  advantages  in  handling  the  grain 
coming  in,  we  won't  see  an  end  to  the  tripling  of  wheat  imports  that  has  occurred,  and 
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similarly  the  feed  barley  coming  across. 

U.S.  and  Canadian  fanners  have  much  in  common  and  individually  might  even  concede  that 
they  should  share  costs  for  the  infrastructure  which  this  grain  traffic  is  impacting  and  even 
to  contribute  to  marketing  and  promotion  funds.  But  as  long  as  our  marketing  and  monetary 
systems  are  so  different,  I  cannot  see  how  things  can  change  that  much  in  our  favor. 

They  sell  all  of  their  production  every  year  and  we  have  a  State  Department  that  holds  us 
back-precluding  timely  use  of  the  Export  Enhancement  Program.  Apparently  Mr. 
Christopher  left  North  Dakota  at  too  early  an  age  to  have  lasting  understanding  of 
agricultural  needs. 

What  is  the  answer?  For  the  short  term,  apply  the  pressure  where  we  can.  Press  for  End 
Use  Certificates,  pull  out  the  stops  on  EEP,  file  for  Section  22  sanctions,  and  buy  some 
Canadian  type  brains  to  make  sure  we  don't  get  left  out  of  the  Mexican  markets  by  NAFTA. 
For  the  long  term  we  have  to  aggressively  add  to  our  cooperative  ventures  like  Dakota 
Growers  Pasta  Company  [or  even  possible  joint  ventures  with  farmers  from  Canada  (If  we 
have  to  take  their  grain,  why  not  their  money?)]  and  perhaps  convene  a  task  force  or  blue 
ribbon  commission  to  find  ways  to  harmonize  our  systems  so  that  we  can  work  towau-d  the 
mutually  important  end  of  reasonable  trade  discipline  on  the  EEC  to  resolve  these  grain 
wars. 

Gentlemen,  thank  you  for  coming. 


(Accachments  follow:) 
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Gentlemen: 

The  Barley  Tax  of  one  cent  per  bushel  is  a  waste  of  time  and 
money. 

The  grain  prices  are  set  in  Washington,  D.C.  If  the  Barley 
Tax  had  been  used  for  lobbying--such  as  giving  the  Presidential 
Campaigns  $10,000  for  Barley  and  Wheat  support--you  could  probably 
have  had  $2.80  to  $3.00  per  bushel  for  Barley,  and  $4.50  to  $5.00 
for  Wheat;  plus  save  agricultural  free  trade. 

There  are  currently  between  450  and  500  lobbying  firms  in 
Washington,  D.C.  Nearly  outnumbering  the  individual  members  of 
both  the  Senate  and  House  of  Representatives. 

Taken  as  a  whole,  agriculture  forms  the  largest  business  in 
the  nation.   Together,  we  stand.   Alone,  we  fall. 

Why  do  they  call  farmers,  "Dumb  farmers?"  Because  the  price 
of  anything  he  buys  is  set  by  the  market.  And  the  price  of 
anything  he  sells  is  set  by  the  market.  No  bargaining  ability 
whatsoever . 
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URIMORE   FARMERS   ELEVATOR 

Grain  -    Food  —  Seed  —  Drying  —  Cleaning 

Larimore,  North  Dakota  58251 

Phone:  701-143-2430 


SUBCOMMITTEE  ON  GENERAL  FARM  COMMODITIES 

Canadian  imports  of  wheat  r  b2u:ley  and  dunim  are  on  the 
increase.   My  thoughts  on  this;  maybe  the  exchange  rate  on 
the  money  makes  it  favorable,  and  their  quota  system  doesn't 
allow  them  to  market  all  their  crop  at  home,  my  understanding 
is  the  Canadian  government  doesn't  pay  any  farm  storage. 

As  to  the  reporting  of  the  saone  it  shouldn't  be  to  tough  to 
check  what  is  coming  in  across  the  border  and  where  it  is 

?oing.   WhaU  happens  to  it  after  that  is  more  difficult  to 
ollow.   On  any  contract  of  grain  that  we  sell  we  must 
guarantee  that  it  is  grown  in  the  U.S.A.  and  this 
representation  may  be  relied  upon  when  reselling  the  same. 

As  far  as  the  effect  on  coops  we  need  to  look  at  who  built 
these  elevators  and  take  care  of  these  people  first  when  you 
start  taking  in  too  much  outside  grain  you  tend  to  jeopardize 
the  service  to  the  one's  that  have  the  monies  invested  in  the 
local  plant.   On  the  other  hand  we  need  to  handle  as  much  as 
possible  in  order  to  be  profitable  (and  that's  not  always  the 
way  it  ends  up) . 

If  NAFTA  is  going  to  come  to  pass  we  need  very  much  to  make 
the  field  level  for  everyone  involved.   We  are  all  aweire  of 
the  Canadian  rail  system  {known  as  the  Crows  Nest)  that  needs 
to  be  dealt  with. 

As  far  as  the  Canadian  wheat  board  they  will  do  the  best  they 
can  for  themselves  and  their  situation.   Export  enhancement 
program,  how  much  more  can  we  afford?  We  should  never  be 
afraid  of  good  competition,  if  they  do  better  thain  we  do  we 
need  to  learn  from  it. 

The  changes  that  need  to  be  made  should  be  done  over  a  period 
of  time,  maybe  five  to  ten  years.   If  something  is  not 
working  lets  not  be  afraid  to  change  it. 

Thank  you 
Bob  Kringlen 
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MORTHDNO'tX 
GRNM  D€f\L€K 
/^•JOCIKTIOfi 


212  Black  Building 
Fargo,  N.  Dak  58102 

Phone  (701)  235-4184 
Fax  (701)  235-1026 
Steven  D  Strege 

Execulive  Vice  Pres'deni 

Ann  Korzendorter 

Assjsiani  Secretary 


June  14,  1993 
The  Honorable  Earl  Pomeroy 
Congressman  for  North  Dakota 
318  Cannon  House  Office  Bldg. 
Washington,  DC  20515 

Dear  Congressman  Pomeroy: 

Please  submit  this  letter  for  the  record  of  the  General  Farm 
Commodities  Subcommittee  hearing  held  in  Moorhead  Saturday  June 
11.  I  didn't  want  to  preempt  scheduled  witnesses'  time  when  I  was 
at  the  podium  regarding  Mr.  Kringlen's  testimony.  Then  time  ran 
short  for  the  open  microphone.  So  you  get  this  instead. 

Our  Association  has  no  official  position  on  the  matter  of 
Canadian  grain  coming  into  North  Dakota.  Some  of  our  elevators 
buy  it.  Some  don't.  Some  feel  it  is  business  they  can't  afford  to 
let  go  by  their  doors.  Some  might  not  have  the  facilities  or 
want  to  fuss  with  keeping  it  separate  from  U.S. -origin  grain,  as 
is  required  by  many  of  the  contracts  they  fulfill,  and  of  course 
is  required  by  U.S.  law  regarding  subsidized  export  progreims. 

The  North  Dakota  Public  Service  Commission  had  asked  for  a 
North  Dakota  Attorney  General's  opinion  on  whether  North  Dakota 
licensed  public  elevators  were  required  to  buy  Canadian  grain 
offered  to  them.  The  first  answer  was  yes.  We  were  concerned 
about  that  because  of  the  possible  lack  of  facilities  at  some 
elevators  to  keep  the  grain  separate,  as  mentioned  above. 
Additional  study  was  done  and  the  opinion  was  revised.  The  later 
opinion  is  that  North  Dakota  elevators  can  refuse  to  buy 
Canadian  grain,  but  if  they  do  buy  Canadian  grain  they  cannot 
unfairly  discriminate  or  engage  in  unfair  practices  against  the 
Canadian  grain  grower.  A  copy  of  that  opinion  as  printed  in  our 
December  1992  Grainmen's  Mirror  is  enclosed. 

We  know  there  are  strong  feelings  among  some  farm  groups  and 
some  in  Congress  about  the  perceived  need  for  end-use 
certificates.  Our  Association  has  not  argued  for  nor  against 
these.  We  will  point  out  though  that  the  1990  farm  bill  already 
makes  it  illegal  to  use  non  U.S. -origin  grain  in  EEP  or  federal 
credit  guarantee  sales.  Non  compliance  carries  severe  penalties. 
A  company  could  be  held  liable  for  the  bonus  amount  of  an  export 
shipment.  A  company  could  be  debarred  from  future  participation 
of  government  subsidized  programs.  Company  officers  could  face 
criminal  charges.  See  page  11  of  our  May  1992  Grainmen's  Mirror 
enclosed. 
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X£  end-US*  certificates  have  to  be,  then  please  let's  Bake  the 
burden  on  country  elevator  recordkeeping  as  light  as  possible. 
Subconaittee  Chairman  Johnson  commented  in  response  to  a 
speaker's  presentation  last  Saturday  that  Washington  was  well 
knotm  for  harassment.  We  urge  the  most  simplified  end-use 
certification  possible,  if  indeed  they  have  to  come. 

Thank  you  for  your  attention  to  these  concerns. 

Sincerely, 

ASSOCIATION 


StevSn^DTStrege 
Executive  Vice  President 


Enclosures 
Copy  pg  7  December  1992  Grainmen's  Mirror 
Copy  pg  11  May  1992  Grainmen's  Mirror 
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Elevators  CAN  Refuse  to  Buy  Canadian 
Grain 


In  a  November  13  letter  to  the 
Public  Service  Commissioners, 
Attorney  General  Nicholas  J. 
Spaeth  has  clarified  and  altered 
his  previous  opinion  on  whether 
North  Dakota  elevators  must  buy 
Canadian  grain  offered  to  them  for 
sale.  TheanswernowistiQ-  BUT 
if  the  elevator  buys  iojas.  Cana- 
dian grain  it  caimot  discnminate 
against  Canadian  sellers.  The  text 
of  the  Attorney  General's  letter  is 
reprinted  below. 

Back  in  August  the  Attorney  General 
had  cited  60-02-20  of  the  North  Dakota 
Century  Code  as  the  basis  for  saying 
Canadian  grain  had  to  be  acepted.  This 
pan  of  the  statute  prevents  discrimina- 
tion  by  public   warehousemen.      Mr. 
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Spaeth  now  cites  the  fact  that  this  whole 
60-02  section  is  talking  about  dome?;tic 
grain,  not  foreign  grain. 

This  opinion  that  elevators  DO  NOT 
HAVE  TO  BUY  CANADIAN  GRAIN 
is  a  significant  one.  Federal  law  requires 
U.S.  exports  which  move  under  govern- 
ment subsidy  to  be  oUilBlifltlLS^QligJn. 
Many  buyers,  to  which  elevators  sell, 
demand  a  guarantee  of  100%  U.S.  origin 
on  their  purchases.  Being  forced  to  ac- 
cept Canadian  grain  could  work  a  real 
hardship  on  particularly  smaller  eleva- 
tors which  may  have  difficulty  keeping 
everything  separate.  Now  the  purchase 
of  Canadian  is  an  option,  not  a  require- 
ment 

Here  is  the  most  recent  AC  letter  to  the 
PSC  on  the  subject. 

November  13,  1992 

Dear  Messrs  Reinbold,  Hagen,  and 
Sands  trom: 

Thank  you  for  your  September  2, 1992, 
letter  in  which  you  request  clarification 
of  my  August  3,  199Z  opinion  concern- 
ing the  ability  of  licensed  grain  ware- 
houses to  refuse  to  purchase  Canadian 
grain.  Specifically  you  ask  whether 
warehouses  may  refuse  to  purchase 
Canadian  grain  or  offer  to  purchase  it  for 
a  different  price  based  upon  differences 
on  non-quality  factors. 

The  initial  question  is  whether 
NJD.CC.  ch.  60-02  applies  to  grain 
grown  in  Canada. 

N.D.C.C.  5  60-02-01  (3)  defmes 
"grain"  as  'wheat,  durum,  oats,  rye,  bar- 
ley.. .  and  any  otfier  commercially  grown 
domestic  grain  .  .  .  (Emphasis  added). 
Words  used  in  a  statute  are  to  be  urtder- 
stood  in  their  ordinary  sense,  unless  it  is 
clear  that  a  different  meaning  was  in- 
tended. NX>.C.C.  I  1-02-02.  While  the 
term  "domestic'  could  be  subject  to  dif- 
fering   interpretations,    the   ordinary 


meaning  is  of  one's  own  country. 
Webster's  New  World  Dictionary,  416 
(2d  ed.  1982).  See  also.  The  American 
Heritage  Dictionary  of  the  English  Lan- 
guage (1973)  defining  domestic  as  "pro- 
duced in  ...  a  particular  country.' 

The  defmibon  of  grain  in  ND.C.C.  5 
60-02-01  (3)  was  enacted  by  the  1963 
Legislature.  1963  NX).  Sess.  Laws  ch. 
413.  Neither  die  legisladve  history  nor 
the  statute  itself  provides  any  clear  intent 
as  to  the  meaning  of  the  word  domestic. 

Consequently,  it  is  my  opinion  that  the 
defminon  of  gram  in  ND.C.C.  §  60-02- 
01  refers  to  grain  grown  in  the  United 
States  as  opposed  to  grain  grown  in  an- 
other country.  Therefcrc,  ND.C.C.  ch. 
60-02  is  limited  in  its  application  and 
N.D.C.C.  §  60-02-20  does  not  prohibit 
licensed  grain  warehouses  from  refusing 
to  purchase  Canadian  grain.  If,  however, 
a  warehouse  does  accept  Canadian  grain, 
it  may  not  unfairly  discriminate  or  en- 
gage in  unfair  pracoces  against  the  Cana- 
dian grain  grower.  ND.C.C.  §  60-02-03 
(2)  grants  the  Public  Service  Commis- 
sion the  power  and  duty  to  in  vestigate "  all 
complaints  of  fraud  and  injustice,  unfair 
practices,  and  unfair  discriminanort" 

Due  to  the  many  questions  which  have 
arisen  out  of  ND.C.C.  ch.  60-02,  I 
strongly  encourage  you  to  review  the 
provisions  of  ch.  60-02  and  their  applica- 
biUty  in  today's  world  and  address  your 
concerns  to  the  1993  Legislature. 

Sincerely, 

Nicholas  J.  Spaeth 


# 
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U.S.-Origin  Grain 
Requirements 

The  1990  Fann  Bin  requires  that  all 
commodities  shipped  under  the  Expon 
Enhancement  Prognm  (EEP)  or  odier 
federal  credit  guarantee  programs  beta: 
tirely  of  U^.-crgin.  The  Farm  Bill  also 
contains  severe  penalties  for  non-com- 
pliance with  this  requirement  -  a  com- 
pany could  be  liable  for  the  bonus  amount 
of  an  expon  shipment,  a  company  could 
be  debarred  firom  future  participation  in 
government  subsidized  programs,  and 
company  officoi  could  face  ctiniiiul 
charges. 

U.S.  grain  exponers  are  periodically 
audited  to  ensure  compliance  with  the 
U.S. -origin  requiiemenL  Exporters  are, 
therefore,  quite  sensitive  about  ensuring 
that  what  they  are  shipping  is  entirely  of 
U.S.-origin.  This  sensidvity  has  resulted 
in  die  evolution  of  a  cash  market  contract 
clause  where  die  seller  warrants  diat  die 
grain  in  question  is  of  U.S.-origin.  This 
contract  term  is  hrroming  more  com- 


monplace and  may  often  be  used 
whenpuichasing  grain  from  a  country 
elevator. 

Through  the  warranty,  which  is  a 
legaUy  binding  contract  clause,  the  seller 
in  effect  assumes  a  financial  liability  to 
die  buyer  in  die  event  die  commodity  is 
later  determined  to  be  odier  dun  U.S.- 
origin.  Real  damages  for  lost  bonuses 
alone  under  EEP  can  amount  to  several 
million  dollars  per  export  contract  That 
level  of  Uability  exposure  is  reason 
enough  for  all  grain  merchants,  including 
country  elevators,  to  secure  reasonable 
assurances  of  domestic  origin. 

This  responsibility  to  assure  domestic 
origin  often  begins  widi  die  country  ele- 
vator. For  a  country  elevator  to  have  the 
broadest  array  of  merchandising  options, 
he  must  be  able  to  provide  assurances  of 
domesdc  origin  when  demanded.  In 
some  cases  die  country  facility  may  re- 
quest a  similar  warranty  of  U.S.-origin 


This  is  an  ad  regarding 

your  WAREHOUSE  BOND 

Why  not  place  your  bond  with  the  largest  and 
most  expericnoed  grain  warehouse  bond  agency 
in  North  Dakota  -  the  North  DakoU  Grain 
Dealers  AssodatioD? 

•  over  60  yean  in  the  business 

•  competitive  pricing 

•  cjqwienced  It  "putting  the  pieces  together" 

lo  get  bonds  whtten 

•  fidelity  and  D  &  O  available  too 

•  ^""""^  service  from  people  you  know 

•  supports  your  Association  working  for  you 

MEMBERS:  Patronize  your  own  organization 


from  producers  and  trucks  desiring  to 

Off-load  at  die  elevator.  Regardless  of  die 
•ctions  taken,  an  elevator  operator 
should  take  all  steps  necessary  to  elimi- 
nate  any  doubts  about  die  origin  of  die 
grain  deUvered.  Elevator  operators  hav- 
ing »  high  degree  of  confidence  in  die 
origin  of  dieir  stocks  in  a  position  to 
provide  similar  warranties  widiout  fear 
of  misrepresentation. 

Elevators  desiring  to  handle  bodi 
domestic  and  foreign  origin  commodities 
should  consider  merchantability  ques- 
tions before  commingling  any  stocks.  If 
die  elevator  is  buying  grain  fordemestic 
use,  whedier  In  feeding  or  processing, 
dien  it  is  unlikely  a  contract  will  contaiii 
an  origin  warranty.  If,  however,  die  grain 
may  eventually  be  destined  for  export  as 
a  bulk  or  processed  commodity,  die  ele- 
vator likely  wUI  need  to  provide  assur- 
ances of  U.S.-origin. 

Grain  companies  also  need  to  con- 
sider each  of  die  issues  raised  at  die 
country  elevator  level.  Any  grain  handler 
who  questions  die  validity  of  a  warranty 
for  any  reason  should  consider  alterna- 
tive ways  of  handling  die  grain,  if  at  ali 
Segregation  or  separate  binning  may  be 
necessary  to  maximize  the  merchantabil- 
ity of  all  stocks. 

The  key  issue  is  die  integrity  of  die 
U.S.  origin  wananty  as  a  contract  tenn.  It 
is  an  issue  all  parties  in  die  grain  industry 
must  view  widi  die  utmost  of  care. 
(This  information  taken  in  pan  from  the 
National  Grain  Trade  Council.) 


*  Farm  products  cost  more  than  they 
used  to,'  observed  the  repoiter. 
"Yes."  said  farmer  Brown,  "when  a 
farmer  is  'sposed  to  know  the  botani- 
cal name  of  what  he's  raisin'  arxl  the 
zoologcal  name  of  the  Insect  that 
eats  M,  and  the  chemical  name  of 
what  wa  kn  k,  somebody's  gotta 
pay* 


Grainmen's  NGrror,  May  1992 
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